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PREFACE 


By Senator Theodore Francis Green, Chairman, Special Com- 
mittee to Study the Foreign Aid Program 


Since 1948 the United States has appropriated in excess of $50 
billion for foreign aid. During the 10-year period since the inception 
of the Marshall plan, however, the relationships among the nations 
of the world have undergone substantial change and the scope and 
nature of United States aid programs have frequently been altered. 

Although there has been a gradual decrease in the sums appropriated 
over these years, there has been a gradual increase in the opposition 
to these programs. This increased opposition is evident in the votes 
in the Senate. 

In 1948 there were seven votes against final passage of the Marshall 
plan. In 1956 there were 30 votes against final passage of the mutual 
security appropriation bill, equally divided between the 2 parties. 

There is serious cause for concern when foreign policy programs 
of the size and the impact of the annual. mutual security acts do not 
command the support of more than two-thirds of the Senate. It 
would seem that such programs, if they are to be successful in pro- 
moting the national interest, should be of a kind to enlist wider con- 
gressional and public support. One of the reasons for the constitu- 
tional requirement of a two-thirds majority for consent to ratification 
of treaties is that the Nation, when it speaks in foreign policy, should 
speak with a strong, united voice. Foreign aid programs cannot 
achieve their full potential unless they draw support from the Ameri- 
‘an people. 

The trend of increasing opposition to these programs would seem 
to indicate either that their purposes have not been clearly understood 
or that there is a growing belief that they have in some way failed to 
serve the national interest. In either event, the trend must be re- 
versed either by clarifying the relationship between the programs and 
the national interest or by changing the programs so that they may 
more clearly serve the national interest. 

It was as a result of considerations of this kind that the Senate on 
July 11, 1956, passed Senate Resolution 285, creating the Special 
Committee to Study the Foreign Aid Program. The Senate in- 
structed this special committee to make— 


exhaustive studies of the extent to which foreign assistance 
by the United States Government serves, can be made to 
serve, or does not serve, the national interest, to the end that 
such studies and recommendations based thereon may be 
available to the Senate in considering foreign aid policies for 
the future. 


The special committee is composed of all members of the Commit- 
tee on Foreign Relations and the chairman and ranking minority 
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member of the Senate Committee on Appropriations and the Senate 
Committee on Armed Services. 

Without limiting the scope of its inquiry, the special committee 
was instructed to direct its attention to the following matters : 


Sec. 3. The committee shall, without limiting the scope of 
the study hereby authorized, direct its attention to the 
P iewing matters: 

(a) The proper objectives of foreign aid programs and the 
criteria which can be used to measure accomplishment. 

(b) The capability of the United States to extend aid, in 
terms of the Nation’s economic, technical, personnel, and 
other resources, 

(ce) The need and willingness of foreign countries to re- 
ceive aid, and their capacity to make effective use thereof. 

(d) The various kinds of foreign aid and alternatives 
thereto as well as the methods by which and conditions on 
which aid might be furnished. 

(e) The related actions which should be taken to make for- 
eign aid effective in achieving national objectives. 


In the conduct of its study the committee was instructed to make— 


full use * * * of the experience, knowledge, and advice of 
private organizations, schools, institutions, and individuals, 


It was authorized to enter contracts for this purpose and not to exceed 
$300,000 was made available to meet the expenses of the committee. 

Since the special committee was instructed to transmit the results 
of its study to the Senate not later than January 31, 1957, and in view 
of the shortness of time available for its work, a small executive com- 
mittee was constituted to supervise the detailed research work for 
the full committee. The executive committee upon instructions from 
the full committee outlined a series of research and analysis projects 
to be undertaken by private institutions in the United States. 

The executive committee has concluded the following contracts 
covering 11 major research projects. 


Project No. 1—Military assistance: 

Part A: The Policy : Contractor—The Institute for War and 
Peace Studies of Columbia University, New York City. 
Part B: The Program: Contractor—Systems Analysis Cor- 

poration, Washington, D. C. 
Part C: Military Review and Evaluation. 

Project No. 2—The Objectives of United States Economic Assist- 
ance Programs: Contractor—The Center for International 
Studies of the Massachusetts Institute of Technology, Cam- 
bridge, Massachusetts. 

Project No. 3—Foreign Assistance Activities of the Communist 
Bloc and Their Implications for the United States: Con- 
tractor—Council for Weutttsie and Industry Research, Wash- 
ington, D. C. 

Project No. 4—American Private Enterprise, Foreign Economic 
Development, and the Aid Program: Contractor—The Ameri- 
can Enterprise Association, Inc., Washington, D. C. 


1By 8S. Res. 35, adopted by the Senate on January 30, 1957, the time for reporting by the 
special committee was extended to June 30, 1957, and $75,000 of the $82,000 left over from 
the original fund was made available for the work of the committee, 
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Project No. 5—The Use of Private Contractors in Foreign Aid 
ee Contractor—Jerome Jacobson Associates, Washing- 
ton, D. C. 


Project No. 6—The Role of Foreign Aid in the Development of 
Other Countries: Contractor—The Research Center in Eco- 
nomic Development and Cultural Change of the University of 


Chicago. 

Project No. 7—The Foreign Aid Programs and the United States 
Economy: Contractor—The National Planning Association, 
Washington, D. C. 

Project No. 8—Agricultural Surplus Disposal and Foreign Aid: 
eta oe National Planning Association, Washington, 
D.C. 

Project No. 9—Foreign Aid Activities of Other Free Nations: 
Contractor—Stuart Rice Associates, Washington, D. C. 

Project No. 10—Personnel for Foreign Assistance Programs: 
Contractor—Louis J. Kroeger & Associates, San Francisco. 

Project No. 11—The Administrative Aspects of United States 
Foreign Assistance Programs: Contractor—The Brookings In- 
stitution, Washington, D. C. 


~ The committee has also made arrangements with the following ten 
individuals to conduct “on-the-spot” surveys of foreign aid programs 
in different geographic regions of the world as follows: 


1. Former Ambassador Norman Armour: Countries—Greece, 
Turkey, and Iran. 

2. Mr. Hamilton Fish Armstrong, editor of Foreign Affairs: 
Countries—Lebanon, Iraq, and Jordan. 

3. Former Ambassador David K. E. Bruce: Couwntries—Peru, 
Chile, Argentina, Uruguay, and Brazil. 

4. Former Ambassador Jefferson Caffery: Countries—Portugal, 
Spain, France, Italy, and England. 

5. Dr. John A. Hanns h president, Michigan State University : 
Countries—Korea, Japan, Formosa, and the Philippines. 

6. Mr. William Randolph Hearst, Jr., president, Hearst Consoli- 
dated Publications, Inc., and editor in chief of Hearst News- 
papers: Countries—Norway, Denmark, and Western Ger- 
many. 

. Mr. Clement Johnston, chairman of the board of the United 
States Chamber of Commerce: Countries—Burma, Thai- 
land, Cambodia, Indonesia, Laos, and Vietnam. 

8. Dr. Lewis Webster Jones, president, Rutgers University: 

Countries—Pakistan, India, Afghanistan, and Ceylon. 

9. Mr. James Minotto, former MSA Chief in Portugal: Cown- 
tries—Cuba, Haiti, Dominican Republic, Venezuela, Pan- 
ama, Costa Rica, Nicaragua, Honduras, El Salvador, Guate- 
mala, and Mexico. 

10. Mr. Allan B. Kline, former president, American Farm Bu- 

reau Federation: Cowntry—Yugoslavia. 


Each of these contractors and individuals will submit a report to the 
committee. 

This study of The Foreign Aid Programs and the United States 
Economy was the ninth to be submitted to the special committee. It 
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was. designed to help the committee find answers to subjects covered 
in.an outline prepared by the committee staff. A copy of the outline 
appears in the appendix. [See p. 104. | 

The study was prepared for the committee by the National Planning 
Association of Washington, D. C. 

I anticipate that the special committee may wish to make this study 
the subject of a public hearing. In that way it would be possible for 
committee members to test the soundness of the suggestions and recom- 
mendations included in the study, prior to the committee reaching its 
own conclusions, and submitting its recommendations to the Senate. 

This report has been printed ‘for the use of the Special Committee 
to Study the Foreign Aid Program, and does not necessarily reflect the 
views of the ohtnititites or of any of its members. 
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NATIONAL PLANNING ASSOCIATION, 
Washington, D. C., December 19, 1956. 
The Cuamman, 
Special Committee to Study the Foreign Aid Program, 
United States Senate, Washington, D. C. 

Dear Mr. Cuarrman: In response to your request of September 27, 
1956, I am submitting to you a staff report of the National Planning 
Association on The Foreign Aid Programs and the United States 
Economy, which has been reviewed by the steering committee of the 
association. This report covers, in general, the topics listed in the 
tentative outline prepared by your committee’s stafi. The study de- 
fines as foreign aid those programs which are financed directly by the 
United States Government, including the military aid programs which 
constituted about 46 percent of foreign aid in 1955. The United 
States contributions to the aid programs of the various United Nations 
agencies are not included in this report, nor are private investments 
abroad and the foreign aid contributions made by private United 
States organizations and citizens. 

This staff report does not cover point [X of your tentative outline, 
which reads as follows: 


In the event of a continuance of the aid program at the same 
level as at present, a reduction in the amount expended, or a 
substantial increase, what measures may be desirable to 
decrease the adverse effects and increase the beneficial effects 
of foreign aid to the American economy ? 


Having participated in the review of the report, I should like to 
resent a few thoughts with respect to this last question which are 
vased on the findings of the study. However, before discussing meas- 
ures which might be desirable, I would like to state the elementary 
fact that the merits of any foreign aid program must be judged 
primarily on foreign economic policy grounds. When we review a 
road construction program, for example, we think of the beneficial 
effects on the road construction equipment industry, or the contractors, 
workers, and so on. We also think of the adverse effects on those 
who have to pay higher taxes for financing the construction programs, 
or on some of those whose property might be condemned against 
their wishes. However, all these beneficial and adverse effects can be 
seen in perspective only if we consider what the program will con- 
tribute to the speed of transportation and safety of our citizens, A 
judgment of the beneficial and adverse effects of foreign aid requires 
the same type of consideration. 

The report states that in the calendar year 1956 about 1 percent of 

total Sicdhpttion of goods and services (gross national product) was 
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devoted to foreign aid, and that about 6 percent of Federal tax receipts 
was used to finance these programs. The sacrifices measured by these 
figures could be considered relatively small if these programs add 
significantly to the political and economic strength of the free nations. 
Studies assigned to other organizations by your committee are examin- 
ing the results of foreign aid programs in terms of their impact on 
foreign countries. Here, I should like to state clearly that the foreign 
aid program is not without cost and that these costs must be justified 
by the benefits which accrue to the recipient countries and the indirect 
advantage which we, as part of the free world, derive from these 
benefits. 

I may now turn to the question of how benefits may be increased 
and adverse effects lessened. Basically, foreign aid is an export of 
goods and services for which the recipient country either need not 
pay, or need not pay immediately, as in the case of loans. In general, 
the effect of a shipment of grain or of a tractor on foreign aid account 
is the same as its shipment as an ordinary commercial export. There 
are, however, differences in certain respects. First, the receiving 
country must acquire dollars to pay for ordinary exports. This is 
done by exporting its own goods and services, or by borrowing in 
private capital markets. If the countries in need of foreign aid have 
to increase their own exports sufficiently to pay for all of the goods 
and services they urgently need, they probably will have to force or 
subsidize exports. This could have disruptive influences on world 
trade and on competitive conditions within United States industry. 

Second, the United States Government influences the type of goods 
and services which are included in the foreign aid program. Some- 
times, the foreign aid program has been viewed as a support measure 
for depressed United States industries. Indeed, it is conceivable that 
the United States Government could insist upon shipping as foreign 
aid only those goods which are in surplus in the United States or 
which are produced by industries suffering from a slack domestic mar- 
ket. The report points out that in some instances it has been possible 
to meet the real needs of the recipient countries while aiding dis- 
tressed domestic industries, or using domestic surpluses, such as agri- 
cultural commodities or military equipment. It is desirable to seek 
out opportunities for giving genuine aid in a manner which imposes 
the least sacrifice on the domestic economy. However, if the desire to 
include goods which need domestic support is made a rigid rule of 
foreign aid operations, it is inevitable that the objective of effective 
aid to other countries will suffer. A program which is used. primarily 
as a measure for the domestic support of slack industries in all likeli- 
hood will fail as a foreign aid measure. 

The disposal of agricultural surpluses is an example of aiding a 
domestic industry and at the same time promoting United States for- 
eign aid objectives. This agricultural surplus disposal program in its 
relationship to foreign aid is treated in a separate report which has 
been prepared by the National Planning Association for your 
committee. 

It is also conceivable that the Government might exclude certain 
goods from, the program because they are scarce at home. The ship- 
ment of new weapons under the mutual defense aid program certainly 
means that we are supplying equipment which not only contains 
valuable raw materials ‘but might delay the delivery of needed equip- 
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ment to our own Armed. Forces. , Nevertheless, I am sure that, the 
agencies concerned have satisfied themselves that increasing the. mili- 
tary strength of our allies contributes more to the.total strength of 
the free world—of which we are a part—than if the.same. weapons 
had been added to the equipment of our own forces... This is another 
example demonstrating that shipment only of surplus materials would 
not. give the desired results, Again, we are making wee quality 
technical assistance available to other countries by sending. them 
scientists, engineers, and other experts, although many, of these same 
types of technicians are scarce in this country. | I am. convinced. that 
the adverse effects resulting from possible increases of domestic short- 
ages are amply offset by the rewarding results of the technical assist- 
ance program. It would be a foolish policy to send abroad only the 
“surplus” experts who cannot find employment at home. 

In this connection, I would like to raise a question with respect. to 
the legislation which requires that 50 percent of foreign aid goods be 
shipped in United States bottoms provided: shipping space is avail- 
able at reasonable rates. There is no question in my mind that keep- 
ing an effective United States merchant fleet in operation and addi- 
tional ships in reserve is a necessary national security measure. I am 
also convinced that the differences in costs of operating United States 
and foreign shipping make it necessary for the United States to 
subsidize American shipping in one form or another if the objective of 
keeping an adequate merchant fleet afloat is to be achieved. ~ The 50- 
percent preference legislation, however, must be viewed as a temporary 
measure rather than a means of solving the long-range problem of the 
United States shipping industry. Leaving aside all political con- 
siderations. I would favor fuller implementation of present legisla- 
tion which directly assists in solving the basic problems of the United 
States shipping industry, and less reliance on the temporary relief 
afforded by cargo-preference legislation. 

Another question relates to the export of surplus agricultural com- 
modities under foreign aid. Surplus commodity shipments, for the 
most part, are not foreign aid but are in the nature of a sale of United 
States farm surpluses for foreign currencies. However, a large part 
of this currency is used eventually for foreign aid. The two pro- 
grams—foreign aid and disposal of surplus commodities—are separate 
but interrelated. In fact, the quantity of agricultural commodities 
shipped abroad under the surplus disposal program is much greater 
than that shipped directly under the foreign aid program. 

A final question relates to measures for reducing the adverse effects 
and increasing the beneficial effects in the event of an increase or 
decrease in foreign aid programs. In an economy with a potential 
growth in production of $15 billion per year (measured in constant 
dollars), some increases in foreign aid programs could be made with- 
out causing problems of a serious nature. If in future years the 
present coincidence of business expansion, rising consumer expendi- 
tures, and increasing Government expenditures should be replaced 
by conditions in which demand grows more slowly or not at all, an 
increased foreign aid program could have a stabilizing effect. Never- 
theless, I would not recommend increasing the foreign aid program as 
a kind of public works undertaking. There are other useful programs 
which could be expanded within the United States if a slack in the 
economy should develop. 
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A sudden termination of foreign aid programs could create difficul- 
ties for some of the industries which are now shipping a substantial 
proportion of their production as foreign aid. This would be a par- 
ticularly serious blow to the United States shipping industry under 
present arrangements. Nevertheless, if foreign policy and humani- 
tarian considerations lead to the conclusion that the benefits to foreign 
countries do not justify the costs of foreign aid—or that better alter- 
natives have been developed—I would favor a prompt termination 
of the program. In that case, we would need a tax or expenditures 
policy which would be best calculated to maintain high employment 
and economic stability despite the termination of the program. 

If your committee’s review of the foreign aid program leads to 
the conclusion that it is useful for attaining our international objec- 
tives, I believe that the program should be continued at the present 
or an expanded rate irrespective of the relatively minor effects on the 
domestic economy. My main recommendation, I repeat, is that foreign 
aid programs should be viewed primarily in terms of their effectiveness 
in implementing the foreign policy of the United States, rather than 
in terms of the direct effects on the domestic economy. 

The staff — which I am submitting herewith has been pre- 
pared under the supervision of Gerhard Colm, National Planning 
Association’s chief economist, with the assistance of Herbert Striner 
and Sidney Sonenblum, and in consultation with Harold De Veau 
(chipping), William Stead (raw materials and labor), and Howard 

olley (agriculture). 

Respectfully yours, 
H. Curistran Sonne, 
Chairman, Board of Trustees. 
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STATES ECONOMY 


SECTION I 


SUMMARY 


During the period 1948-55, the United States provided approxi- 
mately $43 billion of economic and military aid to numerous countries 
throughout the world. In recent years, approximately one-half of 
foreign aid has been for military assistance, one-third for defense 
support assistance, 7 percent for development assistance, 5 percent 
for technical cooperation, and the remaining 4 to 5 percent for various 
other uses, including the President’s contingency fund. The purpose 
of this report is to indicate the impact of these aid programs on the 
economy of the United States. 

Before summarizing these effects, it should be emphasized that the 
beneficial and adverse impact of the foreign aid programs on the 
United States economy should be viewed in the light of their effec- 
tiveness in helping to attain the objectives of the United States foreign 
economic policy. The objectives of the foreign aid programs have 
been the restoration and reconstruction of war ravaged areas, help- 
ing underdeveloped areas to help themselves, and strengthening the 
defenses of the free world. It is not the purpose of this report to 
appraise the extent to which these objectives have been achieved. No 
Government program is without cost. However, in evaluating the 
costs of the foreign aid programs, their major objectives should be 
kept in mind. 

he major conclusion of this report is that the costs of the foreign 
aid programs seen in the perspective of the economy as a whole have 
been relatively small. Since 1948, the average share of our gross 
national product which has gone for foreign aid has been 1.7 percent. 
In 1956, this share has dropped to around 1.1 percent. During this 
latter year, the United States per capita cost of foreign aid pro- 
grams, after deducting repayments from foreign countries, has been 
$23.07. Foreign aid, in 1956, accounted for about 6.4 percent of total 
Jnited States Government expenditures. The average for the period 
1948-55 has been 9.4 percent of total United States Government ex- 
penditures. 

Foreign aid has taken about 1.5 percent of this country’s. total 
industrial, agricultural, and mining production during the last 9 
years. In the absence of foreign aid, production in these sectors of 
the economy would not necessarily have diminished by this amount. 
Tax reductions in the amount needed to SPORE the foreign aid 
programs, or other Government programs which might have been 
increased, especially in defense, could well have offset any drop in the 


1 








2 THE FOREIGN AID PROGRAMS 


demand for United States commodities resulting from abandonment 
of foreign aid. It is fair to say, however, that during a period of 
inflation, such as mid-1950 to mid-1951, the increase in foreign aid 
programs tended to aggravate, though very slightly, the inflationary 
situation. In contrast, during periods of recession, such as 1948 and 
1954, the maintenance of foreign aid purchases tended to act as a 
stabilizing force. Once again, however, the importance of foreign aid 
as a factor of stability should not. be exaggerated. 

In the early years of the foreign aid program, agricultural com- 
modities were quite important in that more than 5 percent of total 
United States production of certain types of farm goods were shipped 
as foreign aid. Such commodities included bread grains, coarse 
grains, rice, cotton, and tobacco. In recent years of the foreign aid 
program, agricultural commodities tended to diminish in relative 
importance and manufactured items came to the fore. Some of these 
manufactured items were also of importance during the earlier years 
of the program. The foreign aid items which account for a relatively 
important share of their industry’s total production are tractors: 
conveying, mining, and construction equipment; machine tools; and 
engines and turbines. Since 1952, the foreign aid shipments of air- 
craft, engines, and parts have been of great importance, quite probably 
as a shim. of increasing military aid shipments. There are, however, 
many more items shown in the body of the report, with respect to 
which 2 to 5 percent of total United States production was shipped 
as foreign aid. 

Assuming a gross national production level by 1965 of $565 billion 
(in 1955 prices), the United States could double the present size of 
the foreign aid program by then with little additional impact on the 
United States economy. The commodities most likely to be affected 
by such an increased level of foreign aid would be primarily agri- 
cultural, 

Since on the average about 1.5 percent of United States production 
has been involved in foreign aid, it is difficult to claim that domestic 
employment, prices, or consumption as a whole could have been seri- 
ously affected, for better or worse, by foreign aid expenditures. The 
impact on employment varies from one region to another, depending 
upon the commodity, as shown in the body of this report, and the 
effects differ during periods of inflation and recession. On the whole, 
however, the inflationary or stabilizing effects have been very slight. 

The data found in the appended tables indicate that the foreign aid 
programs have not been used generally to aid distressed industries. 
Indeed, in some instances foreign aid expenditures for certain com- 
modities have decreased during periods of recession or of distress for 
those industries. 

For agricultural products, the inclusion of these items served the 
dual purpose of providing foreign aid and helping to support domestic 
industries. 

In the case of the United States shipping industry, preference legis- 
lation—ealling for the shipping of a minimum of 50 percent of foreign 
aid commodities in United States ships—has been of some help. The 
basic ills of this industry remain, however, and tramp ships are being 
lost at a rapid rate to foreign registry. Only fuller utilization of 
existing subsidy legislation would be capable of maintaining an ade- 
quate United States merchant marine. 
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In addition to the direct effects of foreign aid, there are also indirect 
effects which enter into an analysis of the costs and benefits of these 
programs to the United States. Those industries which produce items 
for foreign aid utilize the products and services of other industries 
in order to make their finished goods. Moving the aid from this 
country to its destination in turn utilizes the services and products 
of still other industries. It is estimated that approximately 600,000 
workers have been employed each year in the United States directly 
and indirectly as a result of foreign aid expenditures. 

Foreign aid, both in terms of goods and services, has helped to in- 
crease the flow of necessary commodities and raw materials to the 
United States. Some of these items are critical to our stockpile and 
defense needs. Others tend to raise standards of living and cut costs 
of consumer goods. At the same time, foreign aid has in some cases 
aided in the reconstruction or modernization of industries abroad 
which compete with similar industries in the United States. How- 
ever, foreign aid has also brought about the development of industries 
and of stabilized economies abroad. Thereby, it has created an in- 
creasing demand for goods and services produced in the United States, 
which these countries were better able to purchase with their own for- 
eign exchange earnings. (Such indirect effects on the United States 
economy and on United States foreign trade of the aid program have 
not been analyzed in this report.) 








SECTION II 
GENERAL INTRODUCTION 


The benefits and costs of a governmental program are usually meas- 
ured in terms of the dollar income created or the expenditures incurred 
through the programs. In reality, benefits and costs of such programs 
often are not adequately reflected in the income and expenditures fig- 
ures. We have such an example in the foreign aid programs of the 
United States. The income created by foreign aid production, and 
the expenditures incurred by the Government, hardly indicate the 
benefits which are likely to accrue to every citizen of the United States 
when the foreign aid programs are successful—that is, when the pro- 
grams contribute to the development of more peaceful and prosperous 
conditions in the world. 

The present report does not deal in detail with these important, 
although intangible, benefits. Nevertheless, in appraising benefits 
and costs in a narrower definition, it may be well to ion these broader 
effects in mind. 

The foreign aid programs of the United States may be classified 
broadly as military assistance, defense support assistance, develop- 
ment assistance, technical cooperation, and other aid funds, including 
the President’s contingency fund. 

Military assistance is for the purpose of providing military hard- 
ware and training, and also for “infrastructure”—that is, construction 
of joint military facilities in the North Atlantic Treaty Organization 
(NATO) area. 

Defense support assistance essentially helps to provide the supple- 
mental economic resources which countries receiving United States 
military aid require to maintain a healthy rate of economic growth. 
A substantial part of this program was financed in 1956 by the local 
currency proceeds from sales of United States surplus agricultural 
products. 

Development assistance is aid made available to countries which need 
our help in promoting economic growth in order to maintain economic 
and political stability. 

Technical cooperation, known also as Point 4, consists largely of 
teaching, training, and the exchange of information. It includes 
provision of supplies and equipment only to the extent necessary for 
effective educational and demonstration purposes. 

The remaining “other programs” included, in 1956, the special fund 
appropriated to the President for use under broad authority to further 
any of the purposes of the Mutual Security Act; the United States 
contribution to the United Nations Children’s Fund; aid to be used 
by the Intergovernmental Committee for European Migration; assist- 
ance to West Berlin for continuing postwar problems; funds for help- 
ing free nations to develop the peaceful uses of atomic energy; and 
other small appropriations for administering the mutual security pro- 
gram, providing ocean transportation for relief shipments of volun- 
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tary agencies, and the United States refugee program. Other pro- 
grams were included in this category in previous years. , 

The specific programs whose foreign aid grants and credits are 
covered by this report are lend-lease, Army civilian supply, — 
United Nations Relief and Rehabilitation Administration (ONR A), 
surplus property disposal, the British loan of 1946, Export-Import 
Bank, inter-American aid, Philippine rehabilitation, Chinese aid, 
Greek-Turkish aid, interim aid, European recovery, International 
Civil Emergency Fund, Korean aid, mutual security (including the 
operations of the Office of the Director for Mutual Security, the For- 
eign Operations Administration, and the International Cooperation 
Administration) and the applicable parts of Public Law 480 which 
relate to agricultural aid. Expenditures for certain years for these 
programs are shown in table A, below. 


Taste A.—United States foreign aid, by program, for 1945-48 and 1955 


[In millions of dollars] 






































1945-48 
Program ae eo 
} } 
Gross grants | Gross credits 
PREIS sedilidiieslakliphiciipnleabinnaliieieneteiietatasnis ah -| snd a 
1. Lend-lease. pheag Dee datnanel , Lore re. giles 1,957 |... os 
2. Civilian supply-- ‘ eget ie } 2, 360 |_- 
3. UNRRA_.. te Aicbiie wae: | 3, 172 |- sa helen 
4. Greek-Turkish aid - i —eo8 bol 165 |_- 
5. Philippine rehabilitation --- ; ; 130 | 
6. China aid... es 120 |-.- 
7. Technical assistance | ee 
8. Surplus property - ........---- aticonsts £idnlssabdaeh-eendddqashist~—s et 1, 234 
eo, UD eee ici ied s oa) <ipebanilitieleeat babade eae ¢ 3. 750 
10, Export-Impert Bank - ----.-- L . : odd ods bhdake be dyhdnd baghdad 2, 087 
1B, QIGRR on op ice pene bese lp. Rexn ate et omerenegprynspereritakieas eit bel 80 299 
| 1955 
Program dalek 
Gross grants Gross credits 
1, ED MUI a ce ctecikdininn igh bédnwdun phous nagns dyna * 7 fae eee 
2, Civilian supply.............-.....--.--- Didi Cis Dis. ere Meet t3i1! 
3. Inter-American program..-.-...........--... Se J oe Oe 8 ce 
4. Aid through private agencies_-_...........--- - biveamebe ; ‘ WP Lechdbha~se 
5, Military equipment --- makita dc nsusdesibe Sade a eteshe deta coiegl i hisianss ci 
© ee a BE an te iieinnca niga cddediotudceshs Cuseasses <cSeada Lead ene eaee ; 207 
7> Oise se A DU Sh ee LL ib bi bd. Jadh Sk 21 10 





NOTE,—See appendix table 2 for greater detail, additional] years, and sourees, 


Total grants and credits utilized do not include the foreign aid ac- 
tivities of such organizations as the International Monetary Fund, 
the International Bank for Reconstruction and Development (World 
Bank), or most of the United Nations agencies. This omission results 
from the opinion that the interests of the Special Committee to Study 
the Foreign Aid Program are best served if the analysis relates prima- 
rily to those activities directly regulated by the United States Congress. 
Though United States participation in the activities of the Interna- 
tional Monetary Fund, the World Bank, and the United Nations is 
subject to close congressional scrutiny, and the United States pay- 
ments to these organizations result from actions of Congress, yet their 
operations are not subject to direct congressional control. These are 
programs of independent international organizations to which the 

87947—57 
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United States belongs, with ours but one voice among their many in- 
ternational members. Nor does this report cover the activities of 
private domestic organizations engaged in foreign aid activities. Such 
groups as CARE and the American Red Cross ‘operate independently 
of the United States Government. However, where United States 
governmental agencies incurred a cost in, cooperating with these 
organizations, the amount of such aid is included under the : appropriate 
agency program covered in this report. 

If the International Monetary Fund and the World Bank are 
omitted, an estimated total expenditure of approximately $87 million 
was made in 1956 by the United Nations agencies, the Pan American 
Union, the Pan American Sanitary Bureau, the inter- American In- 
stitute of Agriculture, and the Carribbean Commission. This ex- 
penditure covered all activities of these organizations, and is the 
equivalent of about 1.7 percent of the average annual United States 
foreign aid bill. The United States assessment to support these or- 
ganizations has been about 33 percent of their budgeted expenditures, 
which in 1956 amounted to about $29 million. Assuming that two- 
thirds of this contribution was spent for purposes similar to those 
of United States foreign aid, then approximately $17.5 million of 
United States money was used for such activities by these inter- 
national organizations. This amounts to about three-tenths of 1 
percent of the av erage yearly direct foreign aid expenditures of the 
United States. The United States contribution to the International 
Monetary Fund and the World Bank totals approximately $3.4 
billion for the period 1946-56. This contribution was not given on 
an annual basis, but in 3 pay $317 million each year in 1946 
and 1947 to the World Bank, and $9,750 million to the International 
Monetary Fund in 1947. These organizations use the funds as needed 
for various loans, foreign exchange purchases, etc. Again, the 
amounts are relatively slight when compared with the direct United 
States foreign aid program. If the $3.4 billion is allocated on a 10- 
year basis, it is the equivalent of about 7 percent of the average an- 
nual United States foreign aid program. However, the bulk of the 
International Monetary Fund contribution is not used as foreign aid, 
and indeed is more in the nature of a bank’s reserve fund. 

In recent years, the total United States foreign aid expenditures 
have been allocated on the following basis: about 50 percent for mili- 
tary assistance, 33 percent for defense support, 7 percent for develop- 
ment assistance, 4 percent for technical cooperation, and the re- 
mainder, about 5 percent, for the President’s contingency fund and 
“all other” funds. In this report, all foreign aid except military as- 
sistance has been termed “economic aid.” This division is based on 
the nature of the items shipped. It is felt that this twofold definition 
permits a simpler and clearer handling of commodity data than would 
be the case if commodities were distr ‘buted on a program-by-program 
basis. 

For the purposes of this study, foreign aid by the United States 
has been measured in terms of the gross dollar grants and credits uti- 
lized under the various foreign aid programs. It is felt that grants 
and credits utilized most nearly relate foreign aid ‘dollars spent to 
that period during which the effects on the economy are felt. The 
term is further defined in the appended tables. <A brief recapitulation 
of these data is shown in table B 
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TaBLe B.—United States foreign aid—Gross grants and credits, 1946-55 


{In millions of dollars] 








Year Gross’ | Gross | Total Year Gross Gross Total 





grants | credits grants | credits 
“Geet. Fl pen ai | wpa) Rt ame i Pastime Gillon arte te oe 
1946....----: 2, 289 8, 245 | 5, 534 || 1951 4, 586 428 5,014 
1987-0.-......| 2,049 | 4, 183 | 6, 232 || 1952 4, 794 | 825 5, 619 
WM AE 2G 4, 078 1, 444 | 5, 522 || 1953......-- 6, 317 | 712 6, 029 
1949. 5, 363 690 6, 053 || 1954. 4, 929 | 387 5, 316 
1000832 ick i 4,173 453 4, 626 | 1955......--- 4, 247 | 401 4, 648 
! i 





Norte.—See appendix table 2 for detailed data and sources. 


Foreign aid programs have both a direct impact and an indirect 
impact on the United States economy, the latter being the far more 
difficult type of effect to measure. The direct impact on the manufac- 
turing, agricultural, mining, and service sectors of the economy con- 
sists of the effects of the foreign aid program on production levels. 
Here, the main concern is with the increases or decreases in production 
and/or prices which are directly related to the grants and credits of 
the foreign aid program. There is, also, a direct impact on the con- 
sumer and t: ixpayer in the form of price effects, consumption changes, 
and tax burdens, which can be ascribed to foreign aid programs.’ 

The major indirect impact on United States industry results from 
the fact that all industries are interrelated, and these effects are de- 
scribed and analyzed in a later section of this report. 

A second type of indirect impact on the United States economy 
results from the fact that foreign aid is designed to help in building 
up production and productiv ity in foreign countries. If the promo- 
tion of foreign production is successful it may help foreign countries to 
increase their exports of raw materials to the United States, and thus 
help American industry. Conversely, United States aid may help in 
the development of an industry which could compete with an Ameri- 
can industry. <A third indirect impact would consist of the genera- 
tion of foreign demands for United States exports as the foreign 
economies recover, partially as a result of the United States aid. 

The foreign aid programs of the United States have helped the 
recipient countries promote their own objectives of economic recon- 
struction or economic development-although there is the possibility 
that some of these supported industries might in the long run become 
more competitive with American industries. The philosophy of for- 
eign aid has been that all free nations will gain if productivity and 
standards of living are raised throughout the world. 

In compliance with the request of the Special Committee to 
Study the Foreign Aid Program, this report is concerned with 
the effects on the United States economy of a change in the 
level of foreign aid over a period of years. Six different levels 
of foreign aid programs are examined in the light of their 
probable effects on this projected production. The assumptions 
were formulated merely as an aid in the analysis. None of them rep- 

resents in any way a suggestion for policy. Three programs allow for 
various increases in total foreign aid, assuming different proportions 





1 With respect to foreign aid expenditures, the grants and credits utilized are considered 
on a gross basis in this study, because of our desire to equate these amounts to goods and 
services purchased. When per capita financial costs of foreign aid are considered, it is 
more proper to use a net concept—that is, the dollar expense of a foreign aid program 
should allow for interest and principal payments made by countries receiving aid. 
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allocated to the military component and the economic component. Two 
programs maintain the present dollar level of foreign aid, but change 
the amounts allocated to the military and economic components. The 
sixth program assumes that in 1965 there is no longer any foreign aid 
program. ’ 

Total production of goods and services in 1948—measured in 1955 
dollars—was $296 billion; it was approximately $412.4 billion in 1956. 
If full employment is maintained, this figure should rise to $565 bil- 
lion in 1965. It is obvious that a $5 billion aid program will have a 
different impact on economies of such different levels of activity. 
Therefore, only within the frame of reference of a growing economy 
do we obtain the perspective for appraising the significance of a for- 
eign aid program for the domestic economy, past and future. 





SECTION III 
FOREIGN AID AND ITS COSTS TO THE UNITED STATES 


Looking at foreign aid in the perspective of the domestic economy 
as a whole, it would seem that the overall impact can only be minor. 
Total foreign aid as a percentage of total production of goods and 
services (gross national product) has been running between 2.7 percent 
and 1.1 percent during the years 1946 to 1956. On the average, it has 
been 1.8 percent. Assuming continuation of foreign aid at the 
present level, it would amount to 0.7 percent of the projected full- 
employment production of $565 billion for 1965. If the absolute size 
of foreign aid were doubled, it would still amount to only about 1.5 
percent of the projected gross national product in that year. 

In the early years foreign aid had a much more significant relation- 
ship to total Federal expenditures than it did to the national economy 
usa whole. Expenditures for aid purposes declined from 16.8 percent 
-of total Federal expenditures in 1946 to only 6.4 percent in 1956. On 
the average, it has been 10.9 percent. These ratios, as well as other 
related data, are shown below in table C. 


Taste C.—United States foreign aid grants and credits and various aid ratios, 





1948-56 
| | | 1950 
1948 1949 1950 1951 1952 1953 1954 1955 (ist 
quar- 


ter) 
ee Eee 

1. Foreign aid. Gross grants and | 

credits utilized (in billions)... $5.5 | $6.1 $4.6} $5.0 
2. Gross grants and credits utilized 

as a percent of United States 

Government expenditures. ..__. 14.9 14.3 11.0 8.6 
3. Gross grants and credits utilized 

as a percent of United States 

gross national product ; 2.1 2.4 1.6 1.5 1.6 1.7 1.5 1.2 1.1 
4. Gross grants and credits utilized 

on a United States per capita 

Wei ft oe a $37. 51) $40.88) $30.32) $32.38) $35. 67) $37. 50/$32. 64 | $28.43) $26.31 
5. Gross returns from foreign coun- | 

tries, on a United States per 

CREED ROUND os cpittctinenb vote a $3.27) $3.15) $3.14) $2.94 





x6 $6.0} $5.3) $47] $11 


77] 7.9 7.6 6.5 6.4 








we $4.04) $3.52 | $3.45] $3.24 





Norte.—See appendix table 1 for greater detail, additional years, and sources. 


If we speculate as to what would have happened if there had not 
been a foreign aid program, two considerations come to mind. First, 
it is likely that the international situation would have been worse and 
that larger domestic defense expenditures would have been necessary. 
Second, some United States products were of such importance to for- 
eign countries that these countries could have tried to obtain scarce 
dollars in ways which may have been detrimental to this country. 
Such ways could include currency devaluation and forcing or subsidiz- 
ing exports competitive with products of the United States. Consid- 
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ering these possibilities, it may be said that one impact of foreign aid 
was that it helped to reduce the level of defense expenditures in the 
United States. Another was that it eased somewhat the pressure on 
foreign countries to earn dollars by means which could have been 
disadv antageous to the United States. 

The effect on’ United States defense expenditures is the most im- 

portant. Since 1951, a major part of United States foreign aid has 
fue ofa military nature. Though it is difficult to state exactly, there 
is little doubt that these expenditures are an.extension of our military 
vosture, and perhaps should be viewed more as a part of our defense 

udget than as a part of foreign aid. Be that as it may, aid in the 
form of aircraft, ordnance, etc., undoubtedly increases our national 
security and lessens the degree to which defense expenditures must 
be made at home. 

We believe that, without foreign aid programs, the postwar recon- 
struction and economic development of recipient countries would have 
been slower, and such countries might have been significantly less 
resistant to Communist penetration. It is likely that in the absence 
of foreign aid some other Federal expenditure programs would have 
been instituted. Despite this, our analysis assumes that, without 
foreign aid, government expenditures and tax needs would have been 
correspondingly lower and that the production of the goods which 
were financed by foreign aid would not have taken place. 

What would have been the effect if budget expenditures had been 
lower by the amount of foreign aid during the years from 1946 to 
1956? What would be the effect if the budget of the future were to 
reflect a discontinuation or a doubling of foreign aid during the 
coming years ¢ 

The answer to these questions depends in large part on the state of 
the economy during these years. In the past decade several were 
years of inflationary pressure. If, during such years, some reduction 
in Federal expenditures had been possible, it would probably have 
been desirable, instead of reducing taxes, to reduce the budget deficit 
or increase the surplus used for debt redemption. The effect, in either 
case, would have been some reduction of inflationary pressure and 
probably less increase in prices than actually took place. 

The effects of a termination of foreign aid during a period of eco- 
nomic stability would be somewhat different. In such a situation, the 
Government could reduce taxes by the amount of the foreign aid pro- 
gram. The additional income received in the form of lower taxes 
would go back into the economy in the form of consumer purchases. 
or the saved portions might balance with increased investment. 
Hence, a transfer of purchases from foreign aid to the domestic con- 
sumer and investor would be likely to take place. 

When the domestic economy is undergoing a recession, shrinking 
domestic demand is, to some degree, offset by stable foreign dem: ands 
for goods. In this situation, the foreign aid program, as a part of 
foreign demand, acts as a stsbilizing influence on employment and 
prices. . The more severe the recession, the more important would this 
stabilizing factor become. 

Nonetheless, considering the present magnitude of foreign aid, it 
is doubtful that its differing influences on inflation, stability, and 
recession would actually be of major proportions. 
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In the fiscal year 1955, the Federal budget had a deficit of $4.2 bil- 
lion, which could have been virtually eliminated if no allowance for 
foreign aid had been made. However, this overlooks the fact that, 
without the production for foreign aid, tax revenues would also have 
been somewhat less than with the foreign aid program. Noestimate of 
the difference is possible without considering in detail the extent to 
which production for domestic consumption would have been increased 
if sieodiiction for foreign aid export had been curtailed. 

In summary, ‘it’ may “suffice to say that, without foreign aid pro- 
grams, the budget deficit and inflationary pressure would have been 
somewhat less during these years. Assuming in future years a state 
of the economy without inflation: ary or deflationary pressure, then an 
elimination of the foreign aid program would make a tax reduction 
of approximately equal size possible. In years of recession, such as 
1949 and 1954, or in possible future slack years, a termination of 
foreign aid without compensating increases in other Government pro- 
grams or private activities would aggravate the deflationary forces. 
In reality, it is more likely that in such a situation private demand 
would be stimulated by tax reduction or by stepping up other Govern- 
ment programs. 

At present levels of national income, a reduction in personal income 
tax rates of about 3.5 percentage points would reduce tax revenue by 
about $4.4 billion, the approximate equivalent of the foreign aid pro- 
grams, 

As an alternative to tax reduction, other Government programs 
could be increased in the event that the foreign aid program were to 
be terminated. For comparison, there are listed below a few Federal 
programs with an indication of how much they could be increased if 
the amounts now spent for foreign aid were added to each of them. 


Expenditures! Percent of 
Expenditure program in fiscal year increase if 
1957 (billions); $4.4 billion 
| were added 


National security (exclusive of AEC)_- oabdesecke a , $38. 8 | ll 
Atomic Energy ea ee ee CP eS s 2.0 | 220 
Road construction... _- b dinid wow cwen butte aici MeiMiiReS aeusiiee Manet | Ls 


366 


Thus it can be said that the costs of foreign aid programs could 
be measured by the tax reduction and/or the increase in other Govern- 
ment programs which would be possible if these programs were re- 
duced or terminated. An appraisal of the costs of continued or 
expanded foreign aid expenditures should be related to prospective 
budgets. If total production should rise by the expected $15 billion 
per year (neglecting the possibility of further price rises), Federal 
revenue should rise without a change in tax rates by about $3 to $4 
billion per year. This means, for ex <ample, that almost a doubling of 
foreign aid could be financed by the automatic revenue rise in one 
single year. 

Looking at the foreign aid program in the perspective of the budget, 
the followi ing conclusions may be suggested. Production for foreign 
aid amounts only to approximately 1 percent of total production of 
goods and services in the United States. However, in budgetary 
terms, discontinuing a program even of that size could contribute to 
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the abatement of inflationary pressure; a corresponding increase in 
other programs of the Government could permit attainment of other 
desirable objectives more speedily; a tax reduction of that size could 
bring some relief to the public. While the budgetary effect of the pro- 
gram is not disastrous in any way, and even a substantial increase in 
the program would not be disastrous, there are desirable alternative 
uses for the funds. In other words, the program is not without cost, 
and it is up to the Congress to evaluate whether or not the contribu- 
tion the program makes to United States humanitarian and political 
objectives is worth these costs. From an economic point of view, the 
effect on overall indexes of activity—that is, total foreign aid produc- 
tion in relation to total United States production of goods and serv- 
ices—is too small to allow any meaningful conclusions. If there are 
favorable or harmful effects, they must be sought in an analysis of 
the effects on specific industries, which will be found in section VI of 
this report. , 





SECTION IV 


FOREIGN AID AND FOREIGN TRADE OF THE UNITED 
STATES 


FOREIGN AID SHIPMENTS AND TOTAL UNITED STATES EXPORTS 


Exports of goods resulting from foreign aid expenditures during the 
period 1948-55 have accounted in various years for as much as 46 
vercent and as little as 25 percent of total United States exports. 

“he important role of foreign aid shipments in United States export 
trade, particularly at the beginning of the period, is indicated by fig- 
ures given in appendix table 8. Of greater importance, however, is 
the relationship teres the types of commodities shipped under the 
foreign aid program and total exports of these commodities. 

The estimate of total United States exports used in this connec- 
tion excludes services or transportation. In essence, then, the ratios 
in table 8 relate estimated foreign aid commodity shipments (for com- 
modities being currently produced) to United States exports for all 
commodities. 

In table 8 two interesting situations are apparent. The first is the 
decline in the ratio of foreign aid shipments to total United States 
exports. The second is the shift in ratios by the different types of 
commodities. The first shift is summarized in table D. 


TaBLE D.—Foreign aid products shipments as a percent of the total United 
States exports, 1948-55 


Year Percent | Year Percent 
5 A ALA, TS Bt ALE OPE 3 4 FEST, Se 3 Pape es ees 31.7 
TORR ei eas $6) 0 WIMER ALi ed ea 34.3 
TO ittblld. este dhe sseritt ddd BN A i RIG si baci ied oak edie pi elie cede be 31.1 
ee adlnisicaneieant den siete blll cctan incoen teen imate ei dT, Saved adchsasvgpdnanncesmenieh nuiumednaiainn 25. 0 


Nots.—See appendix table 8 for product detail. 


During the period 1948-50, the average ratio of foreign aid ship- 
ments to total commodity exports was 41 percent, while for the period 
1951-55 the ratio was about 30 percent, with the ratio for 1955 at 25 
percent. Several factors account for this change. As the aided 
countries improved their economic positions, increasing production 
and exports, they were able to increase imports from this country 
without a corresponding increase in aid. The aid program for the 
years 1948-50 averaged $5.4 billion as compared with $5.3 billion 
for the period 1951-55. Thus, no substantial change took place in the 
absolute amount. An additional factor is that along with greater 
ability of foreign countries to pay for imports from the United States, 
was the impact of increasing United States production on the price 
of United States exports. With increased production, greater price 
stability, and a curtailment of inflation in this country, foreign-held 
dollars were able to command a steady quantity of goods. 
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During the period 1948-55, a radical shift occurred in the ratios 
of foreign aid shipments of specific items to total United States ex- 
ports. As can be seen in table 8, many high-ratio items early in this 
period were agricultural products, or product combinations where 
the agricultural component was the major one; later in the period the 
high-ratio items were almost entirely manufactured products. The 
following brief table indicates those instances where agricultural and 
manufactured items accounted for 30 percent or more of United States 
exports of each item, during 1948-55. 


Number of industries with high aid/export ratios 


| 1948 1949 1950 1951 1952 1953 1954 1955 
Number of agricultural commodity 
EE a ae eee ee 5 6 | 6 4 0 1 1 0 
Number of manufactured commod- 
Tey Gree Cae. o cS dis 22 41 24 4 8 8 12 5 


During the period 1948-51, most of the six agricultural commodity 
groups were in this high percentage category ; this included bread 
grains, coarse grains, seeds, cotton, and tobacco. The sixth agricul- 
tural commodity was wool. By 1955 none of these commodities ap- 
peared in the high percentage category. In 1948, more than one-half 
of the manufactured commodity groups had ratios of 30 percent or 
over, while in 1955 about 11 percent was still in this group. 

In 1948, there were 4 agricultural commodity groups where more 
exports were financed by the aid programs than privately financed. 
This group was composed of bread grains; coarse grains; seeds; and 
cotton. The year 1950 marked the last time when the ratio of : any 
agricultural commodity group was 50 percent or higher. In the 1948 
exports of manufactured commodities there were eight commodity 
groups where aid-financed shipments were greater than those pri- 
vately financed. This group was composed of zine and zine products; 
lead and lead products; ordnance items; fats and oils; feeds and 
fodder ; eggs; fruits and nuts; and vegetables and preparations. In 
1955, aid shipments in 3 product groups still accounted for 50 percent 
or more of total exports. But the items were now construction, min- 
ing, and conveying equipment; aircraft engines and parts; and other 
transportation equipment. All of these items contain amounts of 
military components. 

For the entire period of 1948 through 1951, 4 agricultural com- 
modity groups could be viewed as having accounted for a generally 
high ratio of aid to total exports. These groups included bread 
grains ; seeds ; cotton; and tobacco and tobacco products. During the 
same period 16 manufactured commodity groups could be considered 
to fall in the same category. These groups are coal and related prod- 
ucts; copper and copper products (including brass and bronze) ; zine 
and zinc products; other nonferrous metals and products; metallic 
ores and concentrates; ordnance; metal working machinery ; machine 
tools; generators and motors - aircraft engines and parts; other trans- 
portation equipment ; fertilizers; naval stores ; fats and oils; feeds and 
fodder ; tod eggs. 

During the period 1952-55 the manufactured commodity groups 
which had generally high ratios of aid to exports were ordnance, 
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metalworking machinery, machine tools, electric equipment, aircraft 
engines and parts, construction, mining and conveying equipment, 
and motor vehicles, engines and parts. For this same period, only in 
1953 and 1954 were there agricultural commodity groups with high 
ratios of aid to exports; these were cotton in 1953 and 1954, and sugar 
in 1954. 

FOREIGN AID AND UNITED STATES IMPORTS 


The extent of the success of foreign aid in helping a country in its 
postwar recovery or economic development affected both the exports 
and imports of the recipient countries. As we have seen, during the 
Inst decade exports from this country have risen while foreign aid 
expenditures have declined slightly. During the same period, United 
States imports have also risen. In the case of imports as well as of 
exports, trade has increased since 1946, both with countries which have 
and have not received aid from the United States. 

There are cases where one can trace a direct relationship between 
United States foreign aid to a country and United States imports from 
that particular country, which could only be the result of the foreign 
aid program. Foreign aid funds have aided in the development of 
mining operations which were later to yield valuable mineral exports 
to this country. In many cases, detailed in the section of this report 
on United States Aid and Natural Resources, such operations have 
contributed to our stockpile needs. 

It has been contended that in some instances foreign aid has helped 
to build up industries in foreign countries where such industries have 
later become competitive with United States producers.. This com- 
petition, it is held, takes place in our home market and/or those of 
other countries. It may be that foreign aid has been of help in the 
reconstruction of industries which compete with similar ones in this 
country. This result would be expected from a successful, nondis- 
criminating foreign aid program. It does not necessarily mean, how- 
ever, that the foreign producer has obtained a competitive advantage 
over United States producers as a result of foreign aid. The equip- 
ment and technical advice obtained by foreign industries is, presum- 
ably, also available to United States producers. In addition, the for- 
eign industries have to pay for obtaining foreign aid equipment, the 
amount going into counterpart funds. Finally, it also may be that 
without United States foreign. aid, foreign industries could have de- 
veloped, though more slowly, as a result of their own more limited 
recovery programs. 

Though not a specific aspect of this paper, an item which should be 
mentioned relates to the effect of the foreign aid program on the price 
of imports. ‘The extension of foreign aid through interest-bearing 
Joans may in time affect the prices of various currencies. The repay- 
ment of sizable loans, along with interest, in part with foreign ex- 
change of the country, may tend to affect rates of exchange—thus 
affecting import prices. A study of this question would be of interest. 








SECTION V 
FOREIGN AID AND DOMESTIC CONSUMPTION 


CURTAILMENT OF CONSUMPTION 


Under conditions of full employment, the addition of any Govern- 
ment program means that less resources are available for private or 
other public purposes than would be available without such a pro- 
gram. If we assume—for discussion’s sake—that other defense 
and nondefense programs would have been the same with or without 
foreign aid, it follows that under conditions of full employment less 
—_ and services are available for private use as a result of the for- 

- naid program. Under such circumstances, the curtailment would 

e place primarily in private consumption and probably to only a 
minor extent in business investment. 

For purposes of simplification, let us assume that the whole im- 
pact would be on private consumption. In the year 1946, total per- 

sonal consumption was $146.6 billion. Total foreign aid (net) was 
$5.1 billion. That is—assuming a full em sloyment level of pro- 
duction—total foreign aid might have seiheoed potential personal con- 
sumption by about 3 percent. In the first quarter of 1956, foreign 
aid was 1.5 percent of private consumption. ‘Thus, when we speak 
of curtailment of consumption by foreign aid, we mean that without 
foreign aid, under the assumptions made, the increase in consumption 
over those years would have Siete just a bit larger. No actual curtail- 
ment took place because the level of consumption, both in monetary 
and real terms, has been rising during this whole period. Even if 
foreign aid progr ams should be doubled in terms of constant dollars 
by 1965, it still would be only 3.8 percent of projected personal 
consumption. The doubling of foreign aid by 1965 would not reduce 
the level of private consumption but slow down the increase. 

However, our previous statement with respect to per capita costs 
of foreign aid should be reemphasized. The impact on consumption 
would not affect everyone to the same degree, because of the effects 
which Government programs have on distribution of incomes. 
If we assume that the program is tax financed, the impact could be 
conceived as a burden on those taxpayers whose taxes could be re- 
duced if the program were terminated. On this basis, we would 
obtain a different distribution of the burden and the curtailment in 
consumption, depending on the type of tax reduction one envisages 
in case of a curtailment in Government expenditures. In this respect, 
equal percentage reduction in the personal income tax, or a reduction 
in the taxes imposed on the lowest income bracket, or a reduction in 
excise or corporate taxes would have different effects. 
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EFFECT ON PRICES 


During part of the last 10-year period, there was a budget deficit 
and inflationary pressure. Only a fractional part of the price rise 
which took place between 1946 and 1956 may be attributed to the 
foreign aid program. Here, we are again making the rather unrealistic 
assumption that the purchases of foreign aid goods were additional 
purchases, and that without these purchases total demand would have 
been further reduced. 

We further make the arbitrary assumption that, on the average, a 
purchase of goods for foreign aid equal to a specified percent of pro- 
duction of these goods would increase the prices for these goods by the 
same percent (i. e., a price demand elasticity of unity). This assump- 
tion is an extreme oversimplification, since some items will have a 
greater than unity elasticity while others will have less than unity. 
This assumption of an average elasticity of one will serve the purpose 
of giving an approximate estimate of the impact on prices of foreign 
aid shipments. In the case of agricultural commodities which are sup- 
ported by Government loans, however, this generalization does not 
hold true at all times. If, during any period when foreign aid ship- 
ments of agricultural goods are being made, Government loan pro- 
grams are responsible for maintaining the current price levels of these 
same goods, then the price effects of the foreign aid shipments are 
zero. This is based on the assumption that the Government aid pro- 
gram is buying from its own surplus stocks. The price impact is thus 
only felt once, when the Government loan program is used to maintain 
a specific price level. 

Also, an assumption that there would be no substitute demand for 
foreign aid shipments is not realistic. The assumption that, in the 
absence of foreign aid programs, there would be no demand for these 
commodities and services is not necessarily accurate. Some gold or 
dollar reserves which are held for emergencies by foreign countries 
might be committed for United States purchases in the absence of 
United States foreign aid. Or, as indicated earlier, a foreign aid 
program could be replaced by any number of other types of Govern- 
ment programs, all of which have effects upon many industries which 
are “foreign aid industries.” 

All of these assumptions tend to limit the general validity of an 
unqualified statement of the price rise which can be attributed to 
foreign aid purchases. There are indications that for most commodi- 
ties included in the “foreign aid basket,” elasticity is less than unity; 
also the exclusion of all substitutes is an unrealistic assumption. 
Therefore we regard an estimate of the price effect of foreign aid 
purchases on the basis of our assumptions as an indication of the upper 
limit of plausibility. In 1955, 90 percent of foreign aid industry items 
accounted for less than 3 percent of total sales of these industries. 
Only a small portion of nonagricultural foreign aid purchases is 
included among those products for which foreign aid purchases 
amounted to a high percentage of total sales. Therefore, the maxi- 
mum effect of aid on prices of goods in the foreign aid basket may 
be estimated at 2 to 3 percent. This 2 to 3 percent increase—which 
may be the upper limit of the price rise attributable to foreign aid 
demand—compares with a total price rise of about 37 percent during 
the period for 1946 to 1956. Thus, it might be said that a maximum 
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of one-twelfth of the total price rise during this 10-year period could 
be attributed to foreign aid purchases. 

During periods of recession, as 1949 and 1954, any price effects of 
maintaining the level of foreign aid purchases are not inflationary, but 
stabilizing factors. 

To the extent that foreign aid programs contributed to a price rise, 
the burden resulting from these programs fell on those who always 
bear the main burden of a price rise—the people with fixed incomes 
or with incomes which follow price developments only with a con- 
siderable time lag. 





SECTION VI 
FOREIGN AID AND UNITED STATES PRODUCTION 


Discussion under this section centers around the purchases of goods, 
manufactured as well as nonmanufactured, resulting from the grants 
and credits utilized under the various United States foreign aid pro- 
grams. Prior to any discussion, however, there should be an explana- 
tion of the manner in which total foreign aid dollars are equated to 
specific commodities or groups of commodities. Data on foreign aid 
given directly in the form of commodity purchases have been gathered 
trom the : agencies responsible for the various aid programs since 1948. 
Commodities directly purchased from the,United States account for 
about 60 percent, on the average, of the total foreign aid programs 
during the period 1948-55. The remaining 40 percent, on the aver- 
age, is made up of cash credits and offshore procurement. Of the 
United States aid given in the form of commodities we were able to 
identify, on a commodity by commodity basis, about 95 percent of the 
total value of such commodities. The remainder, about 5 percent of 
the value of the direct commodity aid, was added to the dollar volume 
of cash aid and offshore procurement. This total was then allocated 
among United States producing industries on the basis of the total 
export pattern for each year during the period 1948-55. This makes 
the reasonable assumption that the aid given as dollars was spent in 
the markets of the world and returned to this country through pay- 
ments for United States exports. 

Appendix table 6 presents a breakdown of all foreign aid by com- 
modities and certain services. This breakdown is based on agency rec- 
ords where available. Hypothetical allocation to commodities and 
service groups had to be made in the case of three categories men- 
tioned above—the small amount of funds directly used for United 
States commodities for which no agency records of the commodity al- 
locutions were available; foreign aid funds granted in the form of 
cash credits; and offshore procurement. Thus, the total of com- 
imodity and service purchases made in the United States as a resuli 
of foreign aid grants and credits utilized is the combination of these 
three categories and the direct United States commodity purchases 
revealed by agency data. 

In addition to the goods and services directly purchased as a result 
of gran‘s and credits utilized, there are additional purchases of goods 
and services in the U hited States as a result of these direct foreign 
aid purchases. The shipment of a foreign aid tractor, for example, in- 
volves numerous purchases made of such items as wood products, rail 
transportation, insurance, trucking, and so forth. Bulk items such as 
wheat also require purchases from many industries before the newly 
harvested United States grain reaches the recipient country. These 
indirect purchases resulting from foreign aid shipments are estimated 
later on a specific industry basis. 
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During the period 1948-55, foreign aid shipments accounted for 
approximately 1.7 percent of total agricultural, mining, and man- 
ufacturing commodities produced in the United States. As can be 
seen in appendix table 10, this average is a poor indicator of the 
range of the ratios for particular types of commodities. The ratio 
for the total of all commodities varied between a high of 2.4 percent 
in 1949, and a low of 1.1 percent in 1955. If the output of construc- 
tion, trade, services and government sectors are included in total 
United States production, it is estimated that foreign aid shipments 
constitute about 1 percent of United States production. These ratios 
are shown below in table E. Again, it is evident that the foreign aid 
program represents but a slight magnitude when compared with the 
output of the United States economy as a whole. 

The importance of the foreign aid program to specific sectors of 
an Te is to be found in the commodity breakdowns shown in 
Table 10. 


TasLe E.—Foreign aid products shipments as a percent of total United States 
production, 1948-55. 


Year Percent Year Percent 
Pees Le Ue 2.1 Ome 1.5 
0 ee scape dated 2.4 ide tie id teh hart abveticbinings 1.6 
RN netted ices eh ety Se 1.5 i I a 1.5 
Tae allel eal 1.4 aI ccaccstels sat, i ticianhdeeniisieeninsceanisieninditanabanieabens Ea 


NoTe.—See appendix table 10 for product detail. 


For the purpose of this report, it is assumed that if foreign aid 
shipments have accounted for 5 percent or more of the total do- 
mestic production of a commodity, the effects of foreign aid on 
United States producers of that commodity are of significant im- 
portance. In 1948, only a relatively small percent of those items 
shown in table 10 were in this category. At that time, aid shipments 
accounting for at least 5 percent of total domestic production of that 
specific item included bread grains (23 percent); coarse grains (6.8 
percent); rice (5.4 percent); cotton 9.8 percent) ; tobacco (9.7 per- 
cent) ; construction, mining, and conveying equipment (5.8 percent) ; 
engines and turbines (6.9 percent) ; and tractors (7.8 percent). 

By 1955, a much smaller number of items was in this 5 percent or 
over category. These items were construction, mining, and conveying 
equipment (15.4 percent); tractors (5.9 percent) ; and aircraft, en- 
gines, and parts (8.8 percent). 

An analysis of the entire period 1948-55 indicates two interesting 
trends. First, during this period, those items which were in the 
category of 5 percent or more for a number of years were bread grains; 
coarse grains; rice; cotton; tobacco; construction, mining, and con- 
veying equipment; machine tools; engines and turbines; and tractors. 
Since 1952, the aircraft, engines, and parts group has been in this 
category as a result of the increased importance of military aid. Sec- 
ond, there were more agricultural commodities in the category of 5 

ercent or more in the early part of the aid program than there were 
in the later years. Manufactured items became predominant in this 
category after 1951, with the exception of 1954, This can be seen 
in table F below: 
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TABLE F'.—Number of items in the category of 5 percent or more of production, 
1948-55 





1948 1949 1950 1951 1952 1953 1954 1955 























Mareeba (Po. soc, cc cSpces 4 2 1 1 0 
3 4 5 2 3 
Petal Jct steno Ss AO 12 1 7 6 





5 6 5 
Manufactured (42). ....:.-....-.--.- 3 6 5 | 
s 0 | | 6 3 3 
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The 5-percent level was assumed for the sake of simplicity and 
generalization. As can be seen in table 10, there are a large number 





-of items where foreign aid shipments constituted 3 and 4 percent of 


total domestic production of specific commodities. In some indus- 
tries this percentage of production could be important. Hence, an 
industry-by-industry analysis of those products involved in foreign 
aid would indicate the extent to which the industries are more or less 
affected by the foreign aid program, In any event, even the total 
number of industries affected decreases during the period under study. 
During the periods of recession (1948-49, and 1954) a further drop 
of 3 or 4 percent. of domestic production would have been. serious 
for many industries. In contrast, during the period when resources 
were fully employed it would,be difficult to state that a curtailment 
of 3 or 4 percent—or possibly more—in, demand would.have seriously 
affected production or employment. 


EFFECTS OF SUBSTANTIAL INCREASES OR REDUCTIONS OF FOREIGN AID ON 
THE UNITED STATES ECONOMY 


As indicated by the tentative outline of the Senate committee staff, 
this report is expected to indicate effects on United States production 
of possible future changes in the size of the foreign aid program. 

Since there is, at present, no stated policy on the length of time 
during which a foreign aid program will continue, the period which 
we choose must be arbitrary, though reasonable when viewed in terms 
of usual lengths of time of long-term legislative programs. For our 
purposes, the year 1965 has been chosen as the point for which foreign 
aid projections should be estimated. The estimated level of economic 
activity is set at approximately $565 billion, in 1955 prices. 

Six possible models for the foreign aid program—five of them de- 
tailed in appendix table 19—will be considered : 

In Model 1, the total foreign aid program is increased on a straight- 
line basis between 1955 and 1965. ‘The economic aid segment doubles 
by 1965, while the military aid segment remains at the 1955 level. 
Thus, total foreign aid in 1965 would be $7.1 billion, of which $5 
billion would be economic aid and $2.1 billion military aid. 

In Model 2, total aid is increased on a straight-line basis between 
1955 and 19€5, to the same level indicated in Model 1, that is $7.1 bil- 
lion. The economic and military aid sectors, however, account for the 
same proportion of the total as in the 1955 program, Thus, economic 
aid would be $3.8 billion, and military aid would be $3.3 billion in 
1965. 

In Model 3, total foreign aid, as well as the economic and military 
component, increases each year in proportion to the increase in gross 
national product. Thus, with an estimated increase in the gross 
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national product of 45 percent, total foreign aid would be $6.7 billion. 
The economic aid component is then $3.6 billion, while the military 
aid component is $3.1 billion. 

In Model 4, the 1965 volume of foreign aid, with the same com- 
ponent relationship, is maintained at the 1955 level. 

In Model 5, the 1965 foreign aid program is kept at the 1955 dollar 
level, but by that time all foreign aid is assumed to be in the form of 
economic aid. 

In Model 6, the foreign aid program is assumed to be nonexistent by 
1965. 

In all models, the distribution of the specific commodities within the 
economic and military components is assumed to follow the 1955 

attern. 

Z On the basis of Model 1, total foreign aid in 1965 would account for 
about 1.3 percent of gross national product. The economic aid com- 
ponent alone would account for about 0.9 percent of gross national 
product, with the remaining 0.4 percent for military aid. Though 
the ratio of foreign aid to gross national product would be fairly close 
to the 1955 situation, when foreign aid was 1.2 percent of gross na- 
tional product, the distribution of the commodity purchases in 1965 
would be quite different. Given the conditions of Model 1, the items 
which are considered to be importantly affected by foreign aid are 
bread grains; milled and polished rice; fats and oils; fertilizers; 
cotton; tobacco; and engines and turbines. Although the purchase 
of aircraft, engines, and parts would be reduced relatively—as a result 
of holding the military component of foreign aid at the 1955 level— 
the ratio of such purchases to total United States production would 
still be high. 

In Model 2, foreign aid would, as in Model 1, account for about 1.3 
percent of gross national product in 1965, The military and economic 
components would maintain the same proportions in the foreign aid 
program as in 1955. In the economic component the impact of foreign 
aid would be most pronounced on mining, construction, and conveying 
equipment and tractors; as well as on milled and polished rice, and 
tobacco. In the military component, only aircraft, engines, and 
parts would be affected in any serious degree by the foreign aid 
purchases. 

In Model 3, total foreign aid, as well as the economic and military 
components, would be increased in proportion to the increase in gross 
national product since 1955. With no tang in the composition of the 
foreign aid basket, the same impacts would prevail in 1965 which were 
evident in 1955. 

On the basis of the J/ode/ 4 projection, where foreign aid remains at 
the 1955 level without any changes in the components, only two items 
would appear to be importantly affected by foreign aid shipments. 
Those items are mining, construction, and conveying equipment; and 
aircraft, engines, and parts. 

In Model 5, the foreign aid program is again assumed to remain at 
the 1955 level, but in this instance all foreign aid expenditures would 
be for economic aid. Thus, the level of economic aid is set at $4.7 
billion, just $300 million. below the level of economic aid obtained in 
Model 1. The effects would be about the same. That is, the items 
importantly affected by this increased level of foreign aid expendi- 
tures would include bread grains; tobacco; milled and ‘ofishad rice: 
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cotton; and fats and oils; but probably not engines and turbines or 
fertilizers. 

Model 6 assumes no foreign aid program in 1965. In the absence 
of any offsetting Government program or increase in private demand, 
those items which would feel the drop in demand most severely are 
tobacco; tractors; aircraft, engines, and parts; and mining, construc- 
tion, and conveying equipment. 


INDIRECT EFFECTS OF FOREIGN AID ON THE UNITED STATES ECONOMY 


As was indicated earlier, an attempt has been made to measure the 
indirect effects of foreign aid purchases. For each purchase of a 
commodity or service made with foreign aid funds sdhdikioria’ pur- 
chases and employment are needed. An example would be the pur- 
chase of aircraft engines. In order to produce and place the aircraft 
engines in the recipient country, these engines have to be manufac- 
tured from raw materials and/or component parts, assembled, crated, 
shipped !-y rail, truck, and sea, loaded and unloaded by dock and 
shipping personnel, insured, and so forth. These effects of the foreign 
aid program should not be overlooked. 

Our estimates of these additional purchases are derived from tables 
which were prepared under the Federal Government’s interindustry 
analysis program during the period 1942-53. Since the bulk of the 
interindustry relationships applies to the year 1947, our indirect impact 
analysis has been based primarily upon 1947 relationships. Some 
adjustments relating to 1952 foreign trade patterns, however, are in- 
cluded in the interindustry table and have been used for this section: 

Appendix table 13 indicates the number of people who, in 1955, 
were directly employed in the production of foreign aid goods and 
services and those people who were employed as an indirect conse- 
quence of the foreign aid program. The text accompanying appendix 
tables 12 and 13 indicates the assumptions made in their construction. 
Based on the commodity coverage in table 13, it is estimated that im 
1955 there were about 335,000 people employed directly in the produe- 
tion of the various foreign aid commodities and services shown. Also 
in 1955,:on’ the basis of table 13 estimates, indirect employment ac- 
counted for about 240,000 people. 


STATE EMPLOYMENT EFFECTS OF THE FOREIGN AID PROGRAM 


An attempt has been made to determine the effects of the foreign 
aid program on the employment in each State. Appendix table 15 
shows the large variation among States in the amounts of direct. plus 
indirect employment which can be attributed to the production of 
foreign aid commodities. California, Illinois, Massachusetts, Mich- 
igan, New, York, Ohio, and Pennsylvania receive the greatest employ- 
ment benefits, in absolute amounts. There are, however, undoubtedly 
a number of other States where there is appreciable employment for 
the preduction of aid commodities when expressed as a percent: of 
total employment. The effects of the foreign aid programs on State 
employment are treated in greater detail in section X of this report: 








SECTION VII 


FOREIGN AID AND THE UNITED STATES SHIPPING 
INDUSTRY 


COMPETITIVE STATUS OF THE UNITED STATES SHIPPING INDUSTRY 


The United States shipping industry’s share of oceanborne trade 
is approximately one-fifth of dry-cargo exports and one-third of im- 
ports. These relatively low amounts are related to the competitive 
advantage enjoyed by foreign companies in their lower cost of build- 
ing and operating ships. The Merchant Marine Act of 1936 was de- 
signed to ensure that the United States would have a merchant marine 
sufficient to maintain the flow of its essential trade at all times and a 
naval and military auxiliary in wartime. The act provided for the 
payment of construction-differential subsidies and operating-differ- 
ential subsidies to American operators in essential trade routes in 
regular liner service. There are also a number of other Government 
wegnees designed to support the United States shipping industry. 

The freight rates conferences, in which most operators of United 
States and foreign lines participate, have helped the United States 
fleet meet the increasing competition of lower-cost foreign fleets. Since 
rate cutting is precluded for conference members, United States op- 
erators have been enabled to compete with foreign operators, despite 
their lower costs of operation. Although these conferences set the 
freight rates, competition continues from operators who are not con- 
ference members, from the introduction of newer and faster ships, 
and from the provision of service on new routes and more frequent 
sailings by the conference operators. In this competition, foreign 
countries have an advantage since a large part of their fleets were built 
after the war, while most of the United States fleet is of an earlier 
design. 

Another support for United States shipping companies derives from 
the provisions of Public Law 664, which require that 50 percent of 
almost all Government-financed cargoes be shipped on United States 
owned and operated flag vessels. This law permits United States ship- 

ing firms to bid, with a “reasonable rate” limit on the first half of 

vernment-financed cargoes. The remaining 50 percent is bid on 
an open basis, with foreign shipping firms participating. 

The available data indicate that approximately one-fourth of the 
exports carried by United States lines and three-fourths of the 
United States tramp business consists of foreign aid cargo; tanker 
participation has been relatively small. The United States liner com- 
panies (including United States-operated foreign-flag vessels) carried 
about 39 percent of liner exports and almost 48 percent of liner 
imports in 1954. Both figures are declines from the approximately 


1“Reasonable rates” are now interpreted to be “rates compensatory for United States 
shipping.” 
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50 percent of exports and over 60 percent of imports carried in the 
1946-48 period. 

No support of the kind supplied to hiner companies other than the 
50-50 Preference Act is provided to American tramp-vessel owners. 
As a result, the competition from lower-cost. foreign vessels limited. 
exports carried by United States tramp ships almost exclusively to 
aid cargoes. In 1954 United States tramp ships handled only 11 per- 
cent (2.4 million tons) of the total United States exports ciiodien 
tramp vessels; only 9 percent (1.8 million tons) of the imports 
brought in by tramp vessels was carried by United States tramp ships. 
An additional 7.6 million tons of imports were carried by United 
States-flag and United States-operated foreign-flag vessels in indus- 
trial type operations. 

The competitive position of the United States shipping industry 
has shown sharp fluctuations since 1946. The reduction in demand for 
coal and grain, following the winter of 1946-47, reduced the demand 
for bulk-cargo shipping space and the resulting decline in freight rates 
persisted through 1950. In addition, foreign fleets were augmented by 
more than 1,000 ships sold abroad by the United States under the 
Ship Sales Act of 1946 as well as by new construction. As a result 
of these factors, United States tramp carriage of exports in 1950 was 
reduced to about 20 percent of the total in 1946. The lack of demand 
for shipping space resulted in the return by 1949 of almost 1,500 gov- 
ernment-owned ships under charter to private operators to the Na- 
tional Defense Reserve Fleet. 

A sharp increase in the active fleet, from 3.7 million gross tons at the 
end of 1950 to 7.9 million gross tons at the end of 1951, consisted almost 
wholly of a breakout of ships from the reserve fieet. The increased 
fleet was needed to meet milters requirements in Korea, greatly ex- 
panded shipments of coal and grain to Europe and the Far East, and 
a mounting demand for ships arising from heightened economic activ- 
ity throughout the world. However, when the demand for bulk com- 
modities, principally coal, fell off early in 1952, the demand for ships 
was lessened and a return to lay-up was begun. 

With the decline of cargoes, freight rates which had temporarily 
increased after 1950 fell again to the 1949 level and remained at this 
level until the latter part of 1954. Except for a few vessels carrying 
military and some economic aid cargoes, all vessels from the reserve 
fleet were returned by 1954. Also, even though total trade was higher 
in 1954 than in 1953, some privately owned vessels were laid up because 
of the low world shipping rates, while a substantial number of such 
vessels were transferred or sold for service under foreign flags. The 
active fleet continued to decline during 1954, until the imcrease in 
shipping activity in the fourth quarter brought most of the privately 
owned vessels out of lay-up and resulted in a year-end total of ships 
in service slightly higher than at the previous year’s end. Increased 
carriage of government-financed exports was the principal factor in 
the continued increase in the active United States fleet in 1955. 

Seafaring employment has followed a slightly different pattern 
from that of the size of the active United States fleet. EEmployment 
dropped from a high of 158,860 in July 1945, to around 55,000 at the 
end of 1955. Despite the fact that tonnages for the European recov- 
ery program were very large in 1948, employment dropped from 
100,000 at the beginning of the year to 72,000 at the end of the year. 
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It dropped another 10,000 the following year. This loss in American 
seagoing employment took place in spite of the fact that during the 
27 months oF 1948-49 and early 1950, 46 million tons of goods were 
shipped abroad. Seafaring employment continued to decline until 
mid-1950, when the Korean war called for heavy shipments and an 
increase in the American merchant marine. Employment rose to al- 
most 100,000 in early 1952, only to fall off steadily from then on to 
its present level. 

It will be noted that before the war seafaring employment was 
usually around 50,000. If there were no foreign aid programs and 
cargo preference legislation or no other alternative support program 
acting as a brake on the decline of the American merchant marine, it 
is probable that seafaring employment now would be much below 
prewar levels. 


CARGO PREFERENCE LEGISLATION AND UNITED STATES SHIPPING 


Cargo preference legislation in foreign aid programs has been in 
existence since 1934, when the President approved Public Resolution 
17. This provided that export programs resulting from Government 
loans “* * * shall be carried exclusively in vessels of the United 
States when available at reasonable rates.” 

The intent of this resolution has been carried over to recent pro- 
grams with the restriction “exclusively” being changed to “50 per- 
cent.” There was little adverse reaction to the resolution until after 
World War II, when heavy Export-Import Bank loans and other 
foreign aid programs dabble increased foreign shipments and when 
foreign shipping again became a potent factor in the world market. 
Pressures developing for its relaxation never were satisfied. The 
first postwar cargo preference legislation was enacted in section 111 
(a) (2) of the original Foreign Assistance Act of 1948. It provided 
that at least 50 percent of the traffic created by Government-sponsored 
aid programs be allocated to vessels of United States registry. Simi- 
lar provisions were included in subsequent extensions of the legisla- 
tion and in other similar acts. 

Public Law 664, enacted August 26, 1954, made cargo preference 
legislation permanent and extended the scope of previous provisions 
by applying preference to (1) inbound cargoes purchased for the 
account of the United States Government, (2) surplus agricultural 
commodities which are exchanged for foreign currencies, and (3) 
offshore purchases of foreign aid goods and commodities. Cargo 
preference legislation has resulted in making available millions of 
tons of cargo which would not have been available to American 
i rem if the competition for the cargo were strictly on a basis 
0 Es or availability. 

his preference provision was not without additional direct cost 
as it often resulted in higher costs for shipping foreign aid goods 
than would have been paid in the absence of the legislation. It was 
not possible in the time allowed for this study and on the basis of 
available data to estimate the additional direct costs resulting from 
this provision and to compare them with the costs of alternative pro- 
grams, such as direct subsidies. 
: In testimony before the House Merchant Marine and Fisheries 
Committee on February 3, 1956, Mr. Clarence Morse, Administrator 
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of the Maritime Administration, stated that “Public Law 664 is criti- 
cally important to the American Merchant Marine.” He said, “I am 
personally satisfied * * *” that repeal of Public Law 664 “would 
cause the elimination of the so-called tramp fleet. It would have a 
very substantial and direct effect on the profit position of all the berth 
operators.” Mr. Louis Rothschild, Under Secretary of Commerce 
for Transportation, verified Mr. Morse’s position in testimony April 
20, 1956, before the Senate Committee on Interstate and Foreign 
Commerce, Subcommittee on Merchant Marine and Fisheries. 

While the preference legislation has aided the United States ship- 
ping industry, there have been aspects of the foreign aid program 
which have assisted foreign shippers. At the end of World War II, 
foreign fleets were depleted because heavy losses during the war were 
not replaced. ‘To assist our allies in rehabilitating their shipbuilding 
and shipping industries, the Economic Cooperation Administration 
made large sums available for reconstruction of European shipbuild- 
ing industries, and the United States Government made attractive 
terms available to foreign ship operators for the purchase of surplus 
American vessels. Under the Ship Sales Act of 1946, the Government 
sold 1,113 vessels to foreign interests under the same conditions and 
terms granted American purchasers. 

In early 1948 and mid-1948, heavy movements of bulk cargoes to 
Europe under the Economic Cooperation Administration financed 
and other aid programs created such a tight charter rate that the 
market rate for some tonnage remained well above the cost of opera- 
tion by some United States shippers. When the market fell in late 
1948, competing foreign-flag rates went below the level which Amer- 
ican operators could accept without losing money. 

The discrepancies in United States costs and foreign rates became so 
large that the Economic Cooperation Administration Administrator, 
in late 1948, advised Congress that beginning January 1, 1949, he in- 
tended to require the use of no more United States flagships than were 
required to supplement foreign vessels carrying aid shipments unless 
the United States ships were available at competitive rates. As United 
States costs were running three times or more those of their foreign 
competitors, the introduction of such a program could well have driven 
the tramp fleet off the ocean and severely affected other American op- 
erators. Because of a temporary increase in the demand for coal, this 
action was postponed, but it was recognized that a serious look must 
be taken at the 50-percent provision and its effect on the aid programs, 


FOREIGN AID IMPACTS ON THE TRAMP FLEET 


The tramp ship industry relies eon on the movement of bulk 
commodities. As the shipment of bulk commodities has increased or 
decreased, the prosperity of the tramp industry has responded ac- 
cordingly. The composition of the foreign aid program therefore has 
had a direct influence on the activity of the United States tramp fleet. 
Although the tramp ship industry has been very prosperous at times 
since the war, there has been a severe reduction in the size of the tramp 
fleet. From 1948 to 1956, the American-owned tramp fleet has been 
reduced from around 200 to 70 vessels—around 130 vessels having been 
transferred to foreign registry where they could operate at lower costs. 
Of the remaining 70 vessels, there are over 40 for which applications 
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for transfer abroad have been made with the Maritime Administra- 
tion. The hoes shae difficulties of the tramp fleet are caused: by the 
obsolescence of the Liberty ships which compose the fleet and their 
inability to,compete with foreign-flag ships. The industry contends 
that. it needs Government assistance, at both the operating and con- 
strugtion Stages, if it is to survive. It appears clear that the foreign 
aid program—regardless of its size—cannot guarantee this survival, 
while.a reduction of the program would only accelerate the decline. 
It does not appear likely that the problems facing the American- 
owned tramp ship industry will be solved by the size of the foreign aid 
program over the next.10 years unless the other basic problems are 
solved. Indeed, at the present pace, it would appear that the United 
States tramp fleet will disappear much before 1965. If foreign aid is 
severely reduced or eliminated, the decline of the tramp ship indus- 
try in all probability would be accelerated. 


FOREIGN AID IMPACTS ON TIIE LINER OR BERTH OPERATORS 


There are both subsidized and unsubsidized liner or berth operators. 
Because of the relatively high costs of construction and operations, it 
has become necessary for most large American-flag operators who are 
competing internationally and who are not subsidized to apply for 
subsidy. The size, nature, and direction of foreign aid have been im- 
portant factors which have permitted some unsubsidized operators to 
remain in business. It has not, however, always assured them of a 
profit and there is little likelihood that future foreign aid, regardless 
of its size or nature, can keep many unsubsidized American operators 
in international operations. Even the requirements of our 50-50 
legislation do not assure them of the continuing type of profitable 
cargoes that they will require. As in the case of the tramp industry, 
all operators, whether subsidized or unsubsidized, if they are to com- 
pete, must embark upon programs to replace vessels. 

Few, if any, unsubsidized operators can hope to build up the neces- 
sary reserves or generate sufficient profits annually to replace their 
war-built ships. Their problem goes beyond the size or nature of 
foreign aid, or the assistance the industry received from cargo prefer- 
ence legislation. 

To the subsidized operators, however, foreign aid has been of vital 
importance. Under the Merchant Marine Act of 1936, as amended, 
subsidized operators receive in subsidies from the Government the 
differences between their own operating and construction costs and 
those of their foreign shipping competitors. The subsidies, although 
guaranteeing neither business nor profit, do put the operators in a 
better competitive position for the foreign aid business in excess of 
the 50 percent. Since subsidized operators travel designated “essen- 
tial trade routes,” they are directly affected by the amount, type, and 
direction of foreign aid. As programs shift into or away from their 
areas of operation, or change in nature, there are changes in the amount 
of cargo carried and the profits resulting from the business. In gen- 
eral, foreign aid has amounted to approximately 25 to 30 percent of 
their business. In most cases, foreign aid cargoes have made the dif- 
ference between profit and loss, This, in turn, can affect their replace- 
ment programs, their future ability to compete successfully, and the 
amount of Federal subsidies paid to the operators. If the tramp or 
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unsubsidized industries are further curtailed or disappear, shipments 
under the cargo preference legislation will have to be taken up by the 
berth or liner companies, by ships chartered from the Government, 
by United States-flag operators, or by foreign-flag operators. There 
are three alternatives in any case: 

If the foreign aid programs continue at their present levels or in- 
crease, additional ships may have to be chartered from the Govern- 
ment, from other operators, or constructed with Government assist- 
ance. An effort may be made to revive the Ship Sales Act of 1946, in 
spite of its questionable implications. 

If foreign aid is completely or severely restricted, that part of those 
foreign aid cargoes which would otherwise have been taken over from 
the tramp or unsubsidized fleet would disappear, American registry 
fleets would be further reduced, and the profits of the operators heavily 
affected. 

If the nature or the direction of foreign aid programs change radi- 
cally, there can be important changes in ‘the size and the type of fleets 
affected, particularly if a reduction takes place in the type of com- 
modities which were formerly handled by the tramp ship operators. 


FOREIGN AID PROGRAMS AND THE TANKER FLEET 


The foreign aid programs had important effects on segments of 
the American tanker fleets shortly after the war when there was a 
shortage of tankers. However, future changes in foreign aid pro- 
grams should not be a major factor in the United States tanker indus- 
try because of the sale and breakout of tankers from the Reserve fleet, 
new construction since the aid programs started, and the fact that 
much of the American tanker fleet is owned by oil companies. In the 
recent past, cargo preference legislation has been of relatively little 
importance for this kind of shipping and little change is expected in 
the future. 


CHANGING LEVELS OF FOREIGN AID AND THE UNITED STATES SHIPPING 
INDUSTRY 


In the past 10 years, the amount of foreign aid has remained at 
approximately the same level. If this level continues in the future, 
the shipping industry will benefit from the aid program and the pref- 
erence legislation. If, in addition, the industry were to introduce 
more modern ships, it could conceivably obtain a greater share of the 

cargoes in excess of the 50 percent granted by the preference legis- 
lation. The nature and direction of the flow of aid commodities have 
shifted frequently since 1948. This has not only affected the pros- 
perity of segments of the shipping industry in different periods but 
has made overall industr y planning difficult. 

It should be noted that onshore shipping industries are little af- 
fected by preference legislation, since both American and foreign ship- 
ping operators expend around 75 percent of the dollar revenue in 
American ports. Whether domestic or foreign, the same onshore 
facilities will be used. Onshore port industries that feed from United 
States and foreign shipping in the United States fall into six general 
categories: marine transportation, auxiliary marine transportation, 
marine construction and repair, land transportation, port trade and 
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finance, port industries, Based on a movement of 140 million tons 
of commerce into and out of the New York-New Jersey Port District 
each year; the Port of New York Authority, in a recent study, found 
that such a movement gave around 430,000 jobs in an average year 
with a total payroll of around $2.1 billion. Since the International 
Cooperation Administration program alone has amounted to over 
100 million tons, it can be seen that hundreds of thousands of onshore 
jobs and payrolls of around $1.5 billion have resulted from foreign 
aid programs. 

Under the military defense assistance program, ocean shipments 
have amounted to 42.5 million measurement tons since 1948, of which 
around 70 percent or 33.3 million measurement tons were carried in 
United States-flag vessels. When fitted into the New York onshore 
work pattern, it can be estimated that around 150,000 jobs have been 
created and corresponding amounts of money spent. 

Any substantial increase in foreign aid would help both the onshore 
and offshore American shipping industry. Being assured of 50 per- 
cent participation in the traffic, the American operators can possibly 
improve their position by competing for the additional 50 percent. 
Again, Government subsidy and the construction of new competitive 
ships would in this respect be more important than the cargo prefer- 
ence legislation. 

As we have seen, the American shipping industry participation in 
total foreign trade has been steadily decreasing even though foreign 
trade has steadily increased. Should foreign trade level off, compe- 
tition for increased amounts of foreign aid would become severe, as 
it was several times during the past 10 years. At those times, even 
an increase in foreign aid did not assure a healthier or busier American 
merchant marine. The same can be true in the future. 

Severe reduction or elimination of foreign aid would have a further 
depressing effect on the American merchant marine—creating serious 
unemployment with the virtual elimination of the tramp fleet, curtail- 
ing profitable subsidized operations, and virtually eliminating unsub- 
sidized operators. Unless other Government aid were forthcoming, 
there could not possibly be any replacement of ships in either the 
tramp or the unsubsidized fleet, even if the 1946 Ship Sales Act were re- 
opened under favorable terms. Only Government-subsidized opera- 
tion would be oan if foreign aid were greatly reduced, which 
means that the American merchant marine actively engaged in foreign 
trade would be reduced to less than 500 ships. This, in the opinion 
of the Defense Department officials, would endanger the national 
security. Not only would the United States lack the nucleus of an 
operating merchant marine in time of national emergency, but we 
would lose trained shipboard and shipbuilding personnel. Just as 
for the foreign aid program as a whole, its impact on the shipping 
industry should not be considered apart from the problem of national 
security. 

TRANSPORTATION OF FOREIGN AID BY AIR 


Air transportation has not been a major factor in the foreign aid 
programs and such programs have not had a major effect in the de- 
velopment of the American air transportation industry. In times of 
emergency, there have been heavy shipments of men and material 
by air under military foreign aid programs. The use of air trans- 
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portation by the International Cooperation Administration and its 
predecessor agencies has been restricted almost solely to the movement 
of personnel, either of the agency, of foreign participating countries, 
or of hired specialists or technicians. The total amounts expended 
on air transportation under such programs have amounted to approxi- 
mately $10 million. In some isolated cases, material and equipment 
have been flown into areas where other means of transportation were 
not adequate. But again, the contribution has been small. 

Probably the greatest contribution made by the International Co- 
operation Administration and its predecessors, the Export-Import 
Bank, and similar agencies, has been in improving airports and other 
airline facilities abroad. American carriers have benefited from such 
improvements. 

On the other hand, United States foreign aid, according to testi- 
mony given before congressional committeees, has assisted the de- 
velopment of foreign air transportation facilities by loaning money 
to foreign governments or airlines for use in the purchase of modern 
aircraft and equipment which in turn competed against American 
carriers. However, the United States Government has used the facili- 
ties and knowledge of American international airlines to advantage 
in extending foreign aid to airlines of other countries. For example, 
Trans World Airlines has assisted in establishing and operating local 
airlines financed under foreign aid programs in Ethiopia and Saudi 
Arabia. Pan American World Airways has assisted in Turkey, Iran, 
and Pakistan. In each case the program has been a success. 

As a result of emergency conditions growing out of international 
tension, and in part because of the existence and need to continue a 
substantial defense airline, the Defense Department has moved large 
quantities of military personnel and material via the Military Air 
Transport Service. When unable to move adequately with their own 
fleet, which is responsible for the largest air movement of military 
material and personnel, the Department of Defense has hired com- 
mercial carriers. The amount of transportation, both military and 
commercial, handled by the Military Air Transport Service has been 
substantial in some areas during certain periods. 


FUTURE CHANGES IN FOREIGN AID AND AIR TRANSPORTATION 


Since relatively small amounts of commercial air transportation 
have been used in handling foreign aid commodities, even a large 
change in foreign aid would have only a small effect on the industry. 
This would continue to be so unless Government policies were ma- 
terially changed or the cost of air transportation became more competi- 
tive with surface transportation. If an emergency should arise and 
speed in delivery should become a major factor, there undoubtedly 
would be pressure to increase substantially the use of international 
air transportation. However, such an increase would be seriously 
limited by the size of the existing air fleets. These fleets are not now, 
nor can they be expected to be for some time in the future, capable 
of absorbing major increases in shipping. 

In the handling of Defense Department programs, the announce- 
ment of a new logistics concept that calls for the reduction in the size 
of foreign depots, their dispersal, and an increased reliance on fast 
air and sea transportation from forward depots in the United States, 
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could conceivably have a major future influence on the American 
commercial air transportation industry. In addition, the Defense 
Department is reviewing its own air transportation program. If 
the Military Air Transport Service and other air transportation fa- 
cilities in the Defense Department are put on a funded, pay-as-service- 
is-rendered basis, and a further study is made of the relationship 
between Government air transportation and the commercial fleet 
potential, there may be a change in the amount of participation of 
commercial carriers in any future foreign aid programs. However, it 
is unlikely that foreign aid shipments abroad, whether military or 
civilian, will be a major or even serious contributor to the American 
air transportation industry within the next 10 years, unless strategic 
considerations necessitate drastic changes in methods of transporta- 
tion. 








SECTION VIII 
FOREIGN AID AND NATURAL RESOURCES 
FOREIGN AND DOMESTIC RESOURCES 


Foreign aid programs as they have been carried out since World 
War IT, in general, have had very limited effects—either favorable or 
unfavorable—on the supply of natural resources available to the 
United States. 

Aside from agricultural resources (which are discussed elsewhere 
in this report), our basic natural resources include forest products, 
animals, fish and wildlife, fuels and energy resources, and minerals and 
other raw materials. With good management the renewable re- 
sources—including agricultural products, animal, fish, wildlife, and 
forest resources—are capable of being maintained without depletion. 
Unless foreign aid programs placed an extremely heavy demand upon 
them for a series of years no present or future shortages would be 
anticipated. Our foreign aid exports, as shown in appendix tables 
3, 8, and 10, involve relatively small quantities of these renewable 
resources, except for agricultural crops which are in surplus 
production. 

For example, with the exception of 1949 foreign aid, shipments of 
fish and fish products comprised less than 1 percent of total production. 
Similarly, foreign aid shipments of such animal products as meats, 
hides, skins, leather, and wool, have been very small in recent years— 
less than 1 percent of total production. In no case did shipments of 
lumber and wood products or paper and paper products amount to 
as much as 1 percent of total domestic production. Textile products 
shipments in foreign aid accounted for 2 percent of domestic pro- 
duction in 1948 and 1949 and less than 1 percent since. 

Thus, foreign aid exports do not appear to have involved any serious 
drain on our renewable natural resources. Not only are the shipments 
relatively small but they have created no shortages in any of these 
supplies in this country. 

The natural resources in which the United States supplies are limited 
include some of the energy resources (particularly natural gas and 
petroleum ), and other raw materials. These are exhaustible resources, 
in the sense that the supplies of fuels, minerals, and other materials 
cannot be renewed; there is just so much available in the earth’s 
crust. New reserves may be discovered but they cannot be created 
or renewed. No natural gas exports are involved in foreign aid. 

Petroleum is a potential shortage fuel since the United States no 
longer produces all of our requirements. Up until the late 1940's, 
United States demand for petroleum and petroleum products was 
supplied from domestic production. Beginning in 1947, our imports 
began to exceed exports, as shown below : 
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TABLE G.—Salient statistics of crude petroleum, 1948-54 


[In thousands of 42-gallon barrels] 








1948 1949 1950 1951 1952 | 1954 
| 
Domestic production _........-- 2, 020, 185 1, 841, 940 1, 973, 574 2, 247, 711 2, 291. 997 2, 316, 323 
World production..............- 3, 433, 234 3, 404, 025 3, 802, 843 4, 286, 443 4, 498, 057 | 4,990, 899 
United States proportion of | 
world production, percent - --- 59 54 52 52 61 | 47 
Imports . 129, 003 153, 686 177, 714 179, 073 | 209, 591 239, 479 
Proportion of United States im- 
ports to domestic production, 
— peated etbbsaeseebsaeds 6.4 8.6 8.9 8.0 9.1 10.3 
iia hia cnmein 39, 7 33, 069 34, 823 28, 604 26,727} n.a.t 
Proportion of United States ex- 
ports to domestic production, 
ea teboayeaseavsnacce= 1.9 1.8 1.8 1.3 | 1.8] 
f i 





1 Not available. 
' Source: Bureau of Mines. Data for 1953 and 1955 are not available. 


The excess of imports over exports has steadily increased in recent 
years. During these same years, the United States pr chert of total 
world production of crude petroleum declined steadi This shift 
in the import position has taken place during years w wk the expan- 
sion of proved domestic petroleum reserves has kept pace Ww ith increas- 
ing United States production (reserves averaging 12 to 13 times annual 
production ). 

Part of the increased demand in 1950-52 was caused by the Korean 
war, but the general situation is not likely to change. Indeed, the 
Suez crisis makes it clear that in the immediate future our position 
may deteriorate. How significant have foreign aid programs been 
in petroleum? Appendix table 8 shows that foreign aid exports of 
petroleum and petroleum products comprised about 40 percent of 
total petroleum exports in 1948-49, and have since declined to 15 to 
20 percent. Total exports declined from 1.9 percent of domestic pro- 
duetion in 1948 to 1.16 percent in 1952. Since imports were increas- 
ing from a ratio of 6.4 percent of domestic production in 1948, to 9.1 
percent in 1952, and 10.3 percent in 1954, it is apparent that foreign 
aid export shipments have had a very limited measurable impact on 
the industry—especially since 1951. 

Coal presents a different picture. United States reserves of coal are 
tremendous. ‘The economic problems of the industry do not involve 
potential shortages of supply, but rather the mi: \intenance of produc- 
tion at high enough volume to provide reasonable employment and 

rofit levels. Thus, while production of domestic crude oil and petro- 
ee product was expanding steadily from a value of $13.9 billion 
in 1948 to $17.4 billion in 1951 and $20 billion in 1955, production 
of bituminous, anthracite, and coal chemicals varied from $5.1 billion 
in 1948 to $3.8 billion in 1950, $6.1 billion in 1951, S44 billion in 
1952, and $5.8 billion in 1955 (see appendix table 9). 

Immediately following World War II, there were great shortages 

of coal in Europe as a result of destruction of production facilities 
and shortages of manpower. The United States greatly increased 
exports of coal to E urope, primarily bituminous coal, but including 
anthracite, coke, and coal chemicals. These shipments increased most 
rapidly in the immediate postwar years of 1946-47. For example, in 
1946 bituminous coal exports were 7.7 percent of domestic produc tion 
and in 1947 10.8 percent, most of it going to Europe. How mu 
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of this increase was in foreign aid is difficult to identify, but it is 
estimated that more than half was in the form of foreign aid. More- 
over, larger exports of coal to European countries have continued 
since, though at a declining rate as Europe recovered and increased 

production. Thus, we find (table 10) that foreign aid shipments 
of coal declined from 3.9 percent of United States production. in 
1948 to 1 percent in 1953 and 1954 and 1.8 percent in 1955. 

Particularly during the years 1948-53, the Economie Cooperation 
Administration and the Mutual Security Agency had a major pro- 
gram for the rehabilitation, modernization, and expansion of heavy 
industry i in Se and this included some coal mining and process- 
ing facilities. This phase of foreign aid, therefore, aided in restor- 
ing European production and helped to reduce the exports of United 
States coal to Kurope i in recent years. 

The United States is the world’s greatest consumer of minerals 
and materials, and we must supplement our production of many min- 
erals with substantial imports. Our strategic and supplemental stock- 
piles contain supplies of over 75 of these relatively short materials. 

Therefore, foreign aid programs which substantially increase the 
consumption of these strategic minerals may contribute to a rise in 
their costs and, ultimately, to worldwide shortages. On the other 
hand, programs which would develop new foreign sources of these 
materials or increase their flow to the United States would be advan- 
tageous. 

Foreign aid programs have little measurable impact on the non- 
metallic minerals. Foreign aid shipments of these nonmetallic min- 
erals comprised 1.2 percent of total United States production in 1948, 
and 1.5 percent in 1949, and have averaged around 0.5 percent in 
recent years (table 8). 

Looking at the other side of the picture—that of foreign develop- 
ment and materials-purchase programs—we see that some strategic 
materials loans from foreign aid funds were used to develop foreign 
properties producing asbestos, mica, diamonds, fluorspar, and mullite. 
The amounts have been small, however, and the net addition to world 
production has not been a substantial percentage. Purchases for the 
United States stockpile, using foreign aid funds, did not involve non- 
metallic minerals in any significant amount. 

There has been some impact of foreign aid activities on the supply 
of the essential and strategic metallic minerals, many of which are in 
continuing short supply. It is clear that an increase in armaments here 
or abroad increases the requirements for these resources. So far as 
economic foreign aid is concerned, the impact cuts two ways. Foreign 
aid exports which comprise produc ts drawing heavily on the metallic 
minerals make additional imports necessary. The development of 
foreign production facilities for these metals, on the other hand, fa- 
cilitates the i importation of strategic minerals. These effects are diffi- 
cult to measure quantitatively because most metallic minerals are 
exported in the form of metal-using manufactures and the exact net 
increase or decrease of mineral supplies i is not identifiable. 

In looking at the effect of foreign aid export shipments on our 
metallic mineral supplies, the first point to note is that actual foreign 
aid shipments of metallic ores and concentrates, as might be expected, 
were extremely small, amounting to a small fraction of 1 percent of 
domestic production (table 10). 
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The second point is that foreign aid shipments of metal-consum- 
ing products (other than military items), while substantial, com- 
prised ‘but a minor proportion of total exports of these items. In 
terms of domestic production, foreign aid shipments of materials and 
products from iron and steel mills have accounted for from 0.3 percent 
to 1.7 percent, averaging one-half of 1 percent in recent years. Other 
industries which are heavy users of ferrous metals include construc- 
tion, mining and conveying equipment, metal working machinery, 
machine tools, engines and turbines, industrial machinery, tractors, 
agricultural machinery, and miscellaneous industrial products; From 
1948 through 1950, foreign aid shipments of these products averaged 
about 35 percent of the total exports of these industries. Since 1951, 
the percentage of these foreign aid exports has declined to an average 
of 22 percent of total exports in the industries. 

Since total exports of these industries have not declined, it is appar- 
ent that the foreign aid shipments were not considered to be a serious 
drain on our ferrous metal supplies. When examined in relation to 
domestic production, foreign aid shipments were an important frac- 
tion of the total for these industries, particularly from 1948 to 1951, 
amounting to from 5 to 10 percent of production. The percentages of 
total production involved have since declined below the 5 percent level 
for all of these industries except construction, mining and conveying 
equipment (15 percent in 1953), and tractors (8.2 percent in 1954 and 
5.9 percent in 1955). 

No serious problem in the supply of iron ores, either from domestic 
production or import, is foreseeable in the next decade. When it comes 
to the ferroalloys or additive metals essential in our steel industries, 
the situation is quite different. We produce a surplus of only one— 
molybdenum. For all the others, we are dependent on imports for 
most of our supplies. In 1954, imports as a percent of consumption 
were: 


Percent Percent 
ETE OS a! See 98 | Columbite and tantalite__.._..____ 99 
eae remgelle semaines); wacrtrceimais ig hai. leaner tte pated ihc 60 
ee ee eee Se ees ot Bo ten anes ce eee 65 
Dene cae eRe ras 95 | 


All of these items have been included in the strategic stockpiles 
throughout the years under consideration. In the case of several of 
these metals, it 1s likely that the rise in demand will exceed that of 
supply. Tables 3, 8, and 10 show, however, that the size of these non- 
military foreign aid shipments of ferrous metal-using products, 
while real, is not large. Much the same can be said of the nonferrous 
metal-using industries. Of the major nonferrous metals, we produce 
the bulk of our needs in copper, lead, antimony, magnesium, and tita- 
nium; the others show an import balance. In 1954, imports as a 
percent of consumption were: 


Percent Percent 
I ail aati ion a sd eae cis ie 61 
cee eo ee ee eae SFT Mercury... fe ee Sa ee». 78 
Wabe SU CLC Lad sai wg 50 | Platinum metals_...-...-_..______ 87 
Aluminum (equivalent) _...--._-__ te | iene is et a ee eat 39 
a aL the ol as Tek MON SE 1 
tcl Reet a ieee 30 


Again we find that to the extent that these nonferrous metals are 
exported (largely in manufactured products) our imports for strate- 
gic stockpiles will continue. 
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Table 10 indicates that shipments of copper and copper products in 
foreign aid amounted to from 0.7 to 2.2 percent of total domestic 
production, averaging 1 percent in the last. 6 years. Zine and zinc 
products in foreign aid at first comprised a larger proportion of total 
exports in the industry. They accounted for 2 percent of production 
in 1948, 3.3 in 1949, and less than one-half of 1 percent since then. 
Foreign aid shipments of lead and lead products were significant only 
in 1948, and have otherwise been a minor fraction of exports in the in- 
dustry. Aluminum and aluminum products in foreign aid have aver- 
aged 25 percent of the industry’s exports, and less than 1 percent of 
domestic production—except for 1949 when the percentage was 1.9. 

Foreign aid shipments of other nonferrous metals and products ran 
about 30-40 percent of total exports from 1948 through 1950 (and 
2.5 percent of production), and have since declined to 15 percent of 
exports and to 1.6 percent of domestic production. 

Other industries using nonferrous metals extensively include the 
nonmilitary component of electrical equipment and generators and 
motors. The foreign aid proportion of exports (and of domestic pro- 
duction) in these industries conforms to the picture for other nonfer- 
rous metal industries. 

The effect of nonmilitary foreign aid shipments on the metal-using 
industries can be summed up by saying that the proportion of domestic 
production which went into foreign aid shipments was not large. The 
strategic materials out of stockpile embodied in these foreign aid 
shipments have had to be replaced by additional domestic production 

y imports. 

However, when we include the military equipment and supplies 
which were shipped as part of foreign aid, we find a much larger 
impact on our metallic mineral resources. 

A glance at tables 3 and 8 will reveal that whereas in the earlier 
years, 1948 through 1951, the largest foreign aid shipments were made 
up of agricultural produc ts, from 1952 to date the heaviest shipments 
were of military items—ordnance and military components of electric 
equipment; motor vehicles, engines, and parts; aircraft, engines, and 
parts; military ships and military equipment and supplies. More- 
over, foreign aid shipments account for the bulk of the total exports 
of those commodities. This is particularly true of ordnance, military 
aircraft, and military ships. Production figures for military ordnance 
are not available, but since 1952 foreign aid shipments have amounted 
to 1.1 to 3.6 percent of production for other transportation equipment 
(military ships) ; 1.8 to 2.5 percent for electric equipment; 0.9 to 4.2 
percent for motor vehicles, engines, and parts; and 6.3 to 9.9 percent 
for aircraft, engines, and parts. This is a significant proportion of 
production in these industries which are hes avy users of strategic 
materials. 

Before concluding that these shipments constitute a substantial de- 
mand on the mineral resources which are so heavily consumed in these 
industries, however, the question arises whether, in the absence of this 
military aid, a roughly equivalent supply of these materials would not 
have been needed to strengthen our own military structure. Another 
factor to consider is that during the years 1950, 1951, and 1952, sub- 
stantial amounts of ordnance were shipped from United States surplus 
stocks (table 4). This was also true of aircraft and military ships from 
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1950 through 1953. In 1954 and 1955, almost all of the foreign aid 
shipments of these military items was from new production, as was 
the bulk of such shipments in the earlier years. It is apparent, there- 
fore, that present shipments of these military items have added to the 
burden on production and on strategic materials supplies. 

The foreign aid shipment of goods which contain strategic mate- 
rials does not mean that there is necessarily a drain on a limited 
domestic supply. In many instances, it only means that domestic 
consumption of these materials is increased and, therefore, that more 
is imported. This would not alter the amounts of these materials 
available either under the ground or in the stockpile in the United 
States. However, with respect to several of these materials, supply 
here or abroad is limited and the necessity for maintaining adequate 
supplies over a long period of time gives reason for concern. 


FOREIGN AID AND WORLD SUPPLIES OF STRATEGIC MATERIALS 


How much has foreign aid contributed to easing the supply of these 
metallic minerals, either by developing foreign mineral production or 
by purchasing foreign supplies of strategic minerals with foreign aid 
funds? The answer seems to be that the direct contributions are 
small, but indirectly the foreign aid programs have been very helpful. 
With the inauguration of the Marshall Plan, the Economie Coopera- 
tion Administration (and later the Mutual Security Agency) began 
to make loans designed to develop production facilities for strategic 
materials needed for our stockpiles and for other basic materials, such 
as ironore. At the same time, foreign aid local currency and counter- 
part funds were used to purchase supplies of these materials for our 
use. Actually, this program of loans for the development of strategic 
materials production was largely terminated in November 1951, when 
the responsibility for development and procurement of these foreign 
strategic materials was taken over by the Defense Materials Procure- 
ment Agency. The personnel of the Mutual Security Agency’s Stra- 
tegic Materials Division together with the responsibilities for imple- 
menting existing contracts were transferred from the Mutual Security 
Agency to the Defense Materials Procurement Agency. Although the 
Defense Materials Procurement Agency no longer had access to the 
dollar funds in the Mutual Security Agency’s programs, that agency 
was authorized to use United States-owned 10-percent counterpart 
currencies for financing development projects and purchases of stra- 
tegic commodities in addition to its own appropriated dollars. Deci- 
sions regarding funds to be used for this purpose were determined 
through advance programing and negotiations with the Mutual 
Security Agency. 

This use of counterpart funds was terminated June 30, 1953. Sub- 
sequently, the Defense Materials Procurement Agency was disbanded 
and the foreign activity unit was transferred to the General Services 
Administration, where it supervises the fulfillment of the various 
contracts. 

During the period of April 1948 through June 1953, $23.7 million 
of Economic Cooperation Administration and Mutual Security 
Agency dollar funds and the equivalent of $98.7 million in United 
States-owned counterpart funds were obligated for minerals develop- 
ment projects under the strategic materials program. At the same 
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time, direct purchases of materials for the United States strategic 
stockpile were made with counterpart funds in an amount equivalent 
to $115 million. 

In all, a total of $237.4 million in both dollars and United States- 
owned counterpart funds were channeled into the strategic materials 
program. 

The second method whereby minerals and related ch ojects received 
assistance was under the basic materials program. This program was 
authorized under section 514 of the Mutual Security Act of 1951, as 
amended. 

A considerable number of projects were submitted and reviewed 
by the Foreign Operations Administration. Eight proposals were 
financed in fiscal years 1953 and 1954 at a total cost of $28 million, on a 
loan basis repayable in local currency or, in some cases, at the option 
of the United "States Government, in materials. The basic materials 
program was discontinued June 30, 1954. 

During the Economic C ooperation Administration and Mutual 
Security Agency industrial capital project program, which amounted 
to approximately $600 million, for the rehabilitation, modernization, 
and expansion of heavy industry in Europe, several projects in the 
mineral field were financed to the extent of $13 million. Unfortunately 
the Defense Materials Procurement Agency and General Services 
Administration records are not available to indicate the spread of 
these purchases as between different minerals. 

Since 1954 under authority of Public Law 480, funds derived 
from barter or sale of agricultural surplus commodities have been 
used to secure some of these strategic minerals. In fiscal 1955, deliv- 
eries of strategic and other materials secured by barter totaled $82.4 
million. In fiscal 1956, the figure was $177.3 million, and it was $34.9 
million from July to September 1956. 

While the strategic and other materials acquired by the United 
States from foreign sources in recent years were largely in the form of 
direct purchases by the Defense Materials Procurement Agency and the 
General Services Administration or by barter of agricultural com- 
modities, they were not a part of foreign aid as here ‘defined. Never- 
theless, early development of these programs resulted from the foreign 
aid program and some of the counter part funds have continued to be 
used for these purposes. In a real sense then, the foreign aid pro- 
grams helped increase the world supply of these materials, both di- 
rectly through the use of foreign aid funds and indirectly by initiating 
programs w hich have provided a continuing flow of these materials to 
the United States—even though largely p aid for from other than for- 
eign aid funds. 

Still another contribution to making these minerals and materials 
available was made by the Economic Cooperation Administration and 
the Mutual Security Agency, from 1948 to 1951, in the form of foreign 
aid funds expended in foreign countries for materials which were in 
turn made available to other countries receiving foreign aid. While 
the United States furnished more of these materials than any other 
single nation to the 17 participating European nations, Canada and 
Latin America combined to provide over half the total. These ma- 
terials were purchased by the 17 nations using our foreign aid funds 
under the Economic Cooperation Administration and the Mutual 
Security Agency. 





40 THE FOREIGN AID PROGRAMS 


In summary, it would appear that foreign aid has made contribu- 
tions toward increasing both United States and world supplies of 
our natural resource materials, both through ere foreign pro- 
duction and through use of foreign aid fands to purchase strategic 
materials abroad. Despite this, the net effect since 1946 has been to 
create an additional demand on our relatively limited mineral re- 
sources and on the mineral and material resources of other countries. 
This is particularly true of military aid shipments. 

As has been indicated, military foreign aid consumes greater quanti- 
ties of minerals than does economic, or nonmilitary, at This is due 
to the very nature of the two components. Military aid is almost en- 
tirely ordnance, machinery, and equipment, while economic aid con- 
tains large amounts of agricultural commodities and other food 
products. Hence, the effects of a decrease or increase of foreign aid on 
natural resources depend on the magnitudes of military and economic 
aid involved. Given a gross national product of $565 billion in 1965, 
however, it is difficult to see how foreign aid, even if doubled, could 
have a serious impact on the availability or price of natural resources. 

One must assume a dynamic economy, not only in the United States 
but elsewhere. Production of critical materials is increasing, in part 
as a result of United States foreign aid programs. Such resources 
as copper, lead, zinc, and iron are in plentiful supply—if not in this 
country then in such nearby areas as South America, Mexico, and 
Canada. This is also true of petroleum. Coal is plentiful and, it is 
believed, will remain in ample supply for a considerable period. 
Though all of these minerals are exhaustible, new recovery techniques 
are increasing yields at the mine and at the wellhead, although in some 
instances at rising costs of production. On the basis of historical 

recedent, it can fairly be assumed that between now and 1965 such 
innovations will continue. 

In conclusion, there is no doubt that certain military goods which 
are shipped as foreign aid utilize scarce mineral resources. The use 
of such resources is small relative to the domestic consumption rate 
for them. It might also be argued that in many cases if the United 
States did not provide such aid, our own military establishment would 
have to be enlarged, thus limiting any “saving effect” on the critical 
materials, 

Both in the case of military and economic aid, by 1965, the expanded 
foreign aid program would still account for only a relatively slight de- 
mand for our natural resources. The total impact on our natural re- 
sources is not sufficiently large to base a decision on the future of for- 
eign aid policies on the effect on our natural resource supplies. Other 
considerations should be the basis for decisions either to continue, dis- 
continue, or increase foreign aid. 





SECTION IX 
FOREIGN AID AND UNITED STATES AGRICULTURE 


In the early years of Marshall Plan aid, large amounts of United 
States agricultural commodities were purchased with aid funds and 
transferred to Europe. Appendix table 3 shows that in the 4 years, 
1948 to 1951, inclusive, more than $1,800 million of aid funds were 
used directly to purchase bread grains and flour from the United 
States; approximately $500 million to purchase coarse grains; nearly 
$1,500 million to purchase cotton; nearly $450 million to purchase 
tobacco and tobacco products; and quite significant sums to purchase 
other agricultural commodities and products manufactured there- 
from. In the 3 years, 1948-50, more than half of the total exports of 
bread grains, coarse grains, cotton, and tobacco were foreign aid 
shipments. 

Agriculture in the United States had been geared to full production 
during the war. This continued after the war, and large quantities 
of agricultural commodities were available for export. These were 
needed in the war-torn countries of Europe, but European countries 
were unable to buy them. Burdensome surpluses would have accumu- 
lated in the United States or agricultural price levels would have 
fallen, if they had not been used as foreign aid. The extent to which 
foreign aid purchases helped to increase or maintain prices cannot be 
measured, since high price support legislation was in effect, and if 
prices had declined to support levels, the Government-owned stocks 
would have begun to accumulate. It seems certain that, had large 
purchases for foreign aid not been made during these years, govern- 
mental expenditures under the price-support legislation would have 
increased markedly, and large stocks would have been acquired. 

At the end of 1951, economic recovery in Europe had been suffi- 
cient to enable most of the countries to begin expanding their regular 
commercial imports of agricultural and other commodities, and the 
amount of aid funds used to purchase United States agricultural 
products was curtailed. For example, table 3 shows that in the 2 
years, 1952 and 1953, expenditures of aid funds for bread grains and 
flour equaled only 34 percent of the expenditures in the 2 preceding 
years; and for cotton, only 35 percent. Other areas of demand did 
not expand sufficiently to take up the slack. Agricultural production 
remained at a high level; prices of a number of commodities declined 
to the levels at which the Congress had directed they be supported by 
purchases and loans by the Commodity Credit Corporation; and Gov- 
ernment-owned stock began to accumulate. 

In 1953, Government-owned stocks were mounting and the surplus 
problem was becoming acute. Congress directed the Mutual Secu- 
rity Administration (now International Cooperation Administra- 
tion) to begin purchasing commodities in excess supply with funds 
appropriated for foreign aid, sell them abroad for foreign currencies, 
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and use those currencies for foreign aid. This directive has been 
continued in subsequent years. By June 30, 1956, sales with a total 
value of more than $1 billion had been made. More than 95 percent 
of the currencies have been earmarked for economic aid, and the 
remainder for military aid. 

In 1954, a more ambitious program of agricultural surplus disposal 
abroad was launched, with the passage of the Agricultural Trade 
Development and Assistance Act (Public Law 480, 83d Cong.).. The 
primary purpose was to increase the disposals of excess stocks abroad 
through grants, barter, and sales for foreign currencies. The law 
provides that the foreign currencies can be used for a number of pur- 
poses, one of which is loans for economic aid. By June 30, 1956, 
commodities with a total export value of more than $1 billion had 
been sold for foreign currencies, and more than half of this was being 
loaned to aid recipient countries in order to promote multilateral trade 
and economic development. In addition, something like $200 million 
worth of foreign currencies were being used for “procurement of 
military equipment, materials and facilities’—primarily military aid. 

A number of sales agreements and authorizations with a total value 
of some hundreds of millions of dollars have been signed since July 1, 
and negotiations concerning others are under way with foreign gov- 
ernments. Under recent agreements, large portions of the foreign 
currencies are to be used for economic aid. Thus, surplus disposal 
under Public Law 480 is resulting in a significant increase in United 
States foreign aid. 

The disposals under Public Law 480 and the sales under the Mutual 
Security Act have reduced materially the excess stocks of some com- 
modities and prevented further accumulation of others. But heavy 
surpluses of a number of commodities still remain, and the prospects 
are that for several years, United States production of some commodi- 
ties will be greater than the quantities which will move through com- 
mercial channels into domestic consumption and international trade. 

If, in line with the assumed projection, economic aid were increased 
to twice its present volume, the role of agricultural commodities 
could be increased materially, particularly in aid to underdeveloped 
countries, where the supply of food and other agricultural commodi- 
ties is inadequate. In such countries, properly planned and adminis- 
tered programs could be mutually beneficial, both to the United States 
and the recipient countries. In the recipient countries, they can serve 
the dual purpose of improving nutrition and speeding development; 
in the United States, they can provide an outlet for supplies which 
will not move into ordinary channels of trade at reasonably satisfac- 
tory prices. 

In some countries receiving military aid, surplus food can be used 
in the rations of the armed forces and local currencies can be used to 
pay for labor and domestically produced materials used in military 
construction. But potentialities of utilization for military aid appear 
to be more limited than for economic aid. Most of the equipment and 
material needed for direct military aid is not being produced in the 
lesser developed countries, and must be imported. In most cases, such 
imports cannot be paid for with local currency. 

The quantities of agricultural commodities and the local curren- 
cies accruing from their sale which can be used effectively as economic 
aid will vary from country to country, depending on the size and 
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character of the development programs. Equipment, machinery, and 
other items not now being produced in most of the underdeveloped 
countries are required for all development projects. These must be 
imported, and cannot be financed with local currencies. In projects, 
such as the construction of dams and irrigation works, where the cost 
of labor is high in relation to other costs, it is estimated that half, or 
possibly more, of the cost can be covered by local currencies. But in 
most industrial development projects, a smaller portion of the cost 
is for labor and domestically produced materials. Thus, aid in the 
form of machinery and equipment, or dollars with which to pay for 
their import, is needed in varying amounts, in addition to aid in the 
form of agricultural commodities or the local currency generated by 
their sale. 

Also there is a limit on the amounts of agricultural commodities 
which a receiving country can use without detrimental effects on prices 
received by local producers of the commodities, and on imports 
through commercial channels from the United States and from other 
exporting countries. Furthermore, it is necessary to insure that the 
commodities will be consumed as an addition to, and not in lieu of, 
supplies already available in the recipient country. To guard against 
these possibilities, effective procedures governing the rate at which, 
and the channels through which, the commodities move into consump- 
tion usually will be needed. 

Economic development is a continuing process. Many years may 
be required to expand the economy of an underdeveloped country suf- 
ficiently to enable it to import adequate supplies of food and other 
agricultural commodities through commercial channels, or to produce 
them domestically. Thus, our agricultural products will be needed 
in underdeveloped areas on a continuing basis. 

Limitations can be minimized by careful planning and effective ad- 
ministration of aid programs, and the utilization in aid programs of 
larger amounts of agricultural produets than have thus far been made 
available could be beneficial both to the United States and receiving 
countries. 

(For a more comprehensive analysis see the National Planning As- 
sociation report entitled “Agricultural Surplus Disposal and Foreign 
Aid,” prepured for the Special Committee to Study the Foreign Aid 
Program and shown as Report No. & in the Foreign Aid Studies 


Series.) 








SECTION X 
FOREIGN AID AND UNITED STATES LABOR 


THE EFFECT ON LEVELS OF EMPLOYMENT AND UNEMPLOYMENT 


The effect of foreign aid on United States labor is appraised pri- 
marily in terms of its possible impact on the levels of employment 
and unemployment in the industries affected by foreign aid export 
shipments. In 1955, approximately 600,000 people were employed, 
directly and indirectly, in the production processes concerned with 
foreign aid shipments. A breakdown by the major type of economic 
activity is shown in table H below. 


TasLeE H.—Direct and indirect employment created by the 1955 United States 
foreign aid program, in thousands of employees 








Type of activity Direct em- | Indirect em- Total 
ployment ployment 
a SE SEES Ee Se ER REE TEER Sy CECE ee 98 1 | 99 
a OL os adh pl ainenpiresre 236 185 421 
I ee aca s cee Beene aS 18 15 | 33 
GTN och edn ce Sabb Libibbbdeda Das Syedads ckdéénkhsshiedddendde 12 | 12 
i I ttl lite ek nicentaecd boukn deakh sno omare cpathieabeat 4 13 17 
Cree i Lee a 11 11 
7. PN SE Be PERE BT ha ial 356 37 593 
' 








Note.—See appendix table 13 for employment by products. See appendix table 12 for the technique 
used in this analysis. 


It cannot be assumed that these jobs would not have existed in the 
United States economy in the absence of the foreign aid programs. 
Expansion of other Government programs, or increases in consumer 
demand created by lower taxes, depending on which occurred, would 
pe up part or all of the slack created by the absence of foreign aid. 

uring an inflationary period, the impact of reducing foreign aid 
would be one of lower prices rather than of lower employment. 

Imports of competitive products may tend to depress domestic 
employment. However, the United States Department of Labor esti- 
mated in 1955 that competitive imports involved an offset of only 
about one-fourth of the employment created by exports. It should 
be noted further that imports encouraged by foreign aid include a 
substantial amount of strategic materials which we are unable to pro- 
duce and hence do not reduce United States employment. 

In periods of recession, such as 1949 and 1954, where unemployment 
reached 3.5 to 4 million, the employment provided by foreign aid 
shipments was a distinct support to the labor market. 

In years of full employment and production with little unemploy- 
ment (as in 1948, 1951-53, and 1956), the foreign aid program has 
undoubtedly contributed to some labor shortages in certain industries. 
For example, since 1951 some heavy industries, including producers of 
military goods, have experienced labor shortages, and these industries 
are heavily represented in foreign aid shipments. In no case, how- 
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ever, is the pressure very severe or the number of jobs a significant 
portion of the total in the industry. 

Support for these estimates of the amount of employment attribu- 
table to exports of the items involved in foreign aid shipments is 
found in two recent studies. The staff papers of the President’s Com- 
mission on Foreign Economic Policy (Randall Commission), pub- 
lished in 1954, contained an estimate of employment attributable to 
foreign trade based on two recent studies done by the Department of 
Labor and Department of Agriculture, 

In 1952 approximately 7 percent of United States employment was 
attributable to foreign trade either directly or indirectly. The indi- 
rect effects were calculated on the basis of the Labor Department’s 
interindustry studies. The assumptions of these Department of Labor 
and Department of Agriculture studies differ somewhat from ours, 
in that they apply the employment pattern of exports to foreign aid. 
This report does not make that assumption, but works directly from 
the foreign aid pattern. As a result, our direct and indirect aid em- 
ployment figures are about 25 percent lower than those of the Depart- 
ment of Labor. 


TABLE I.—Employment attributable to foreign trade, 1952 








Number of 

employees 

1, Bote) CeO Reach ac cichhinndae~ih <cielchehaanebasscintdhen appebicnns 3, 126, 000 
POET OCUHLEIIE TAL CURTIN. 8 Et ne cesdeiedicunssesenesananeseniinian 2, 150, 000 
Agricultural workers... 2. 22602 2 Ue a a 976, 000 

S., Potel : Gaowhtacein deg htrtgianinsytestmwnses ali ddinsiniemencaeaascaeals 1, 250, 000 
Transportation and distribution_______-_-__--_---_-----__-- 450, 000 
WitimurwctuPitte (62 oe Oo a eB ae ee 800, 000 

3. Total employment in foreign trade..................---..-..-.- 4, 376, 000 
4. Total United States employment (1952 monthly average) —------- 61, 293, 000 
5. Percentage of United States employment in foreign trade__.___.—- 7 


Sources: U. 8. Department of Labor and U. S. Department of Agriculture. 


Since table 8 shows that foreign aid shipments in 1952 were 31.7 
percent of total exports, if total export employment was 3,126,000— 
eat aid employment on this basis would be somewhat below 1 
million. 

In hearings before the House Ways and Means Committee in March 
1956, Secretary of Labor Mitchell indicated that in 1955 approximately 
7 percent of the Nation’s labor force—about 4.75 million workers— 
was engaged in the production of goods for export, processing im- 
ports, and in related services. He stated that “it would take about 2 
million persons to turn out products equivalent in value to all 1955 
United States imports at our present level of national productivity.” 
He pointed out that “this calculation gives some idea of magnitude but 
it is, of course, academic because all imports do not cause displace- 
ment.” 

Many commodities which are imported are not produced in this 
country. It appears from Secretary Mitchell’s estimates that net em- 
ployment from foreign exports was close to 4 million persons in 1955. 





1 Hearings before the House Ways and Means Committee, March 1-16, 1956, on the 
Organization for Trade Cooperation, H. R. 5650, pp. 167-178. 
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Since foreign aid accounted for 25 percent of the exports in 1955 
(appendix table 8), on the basis of Secretary Mitchell’s estimate 
approximately 1 million persons were employed in the production of 
foreign aid shipments, or some 1.5 percent of the labor force. An 
indeterniinate proportion of these.foreign.aid shipments would have 
been exported in the absence of foreign aid, and it is therefore probable 
that net employment attributable to foreign aid shipments in 1955 
was near 1 percent of the labor force. 

On the other hand, the impact on employment in the United States 
of foreign aid programs which developed competing foreign industries 
and increased foreign imports into the United States was not of meas- 
urable significance. It is true, the Economic Cooperation Administra- 
tion and the Mutual Security Agency program for the years 1948-51 
included $600 million for rebuilding basic industries in Western 
Europe. The recovery of Western Europe helped to restore the com- 
petitive ability of West European industries. More significant, as was 
pointed out previously, it helped to restore world trade in which all 
participating countries gain. 

One other point should be made with respect to the overall effect 
of foreign aid on United Statesemployment. In the early years, 1948- 
50, foreign aid shipments from the United States were a larger pro- 
portion of total exports and were larger in actual amounts than in 
recent years (see appendix tables 6 and 8), but about half of the 
foreign aid shipments were agricultural commodities in these early 
years. Agricultural production involves a lower direct employment 
ratio than the output of industrial and military goods. Therefore, 
the amount of employment represented in these larger foreign aid 
shipments was less than suggested by the amounts of the shipments. 
For example, in 1948 and 1949, the two largest foreign aid shipments 
in value were bread grains and cotton, whereas in 1954 and 1955 the two 
largest (aside from military ordnance) were motor vehicles, engines, 
and parts and aircraft, engines, and parts (table 6). 

More employment is represented in $1 million of motor vehicle or 
aircraft production than in an equivalent value of cotton or bread 
grains. While foreign aid exports have supplied a net increase in 
United States employment over the 8-year period, ranging from about 
one-half a million to about 1 million, the amount is not mubatantial and 
certainly the provision of employment would not be adequate grounds 
for justifying foreign aid programs. Without foreign aid produc- 
tion there might have been some increase in other kinds of production 
either for the domestic or foreign markets. 

A closer look at some of the industries most affected by foreign aid 
shipments will indicate the size of the impact on employment and 
unemployment levels. 

With respect to the agricultural commodities and related products 
which made up half of the foreign aid shipments in 1948-50—but have 
since declined to a small proportion of the total—employment data is 
not adequate to provide a detailed appraisal of the number of jobs 
affected. It may be pointed out, however, that throughout the 8-year 
period, 1948-55, the largest shipments of agricultural commodities in 
foreign aid were grains, raw cotton, and raw tobacco—items which 
were in surplus and therefore did not afford a major source of employ- 
ment. 
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If we turn to some of the industries that have provided the bulk of 
foreign aid shipments since 1951, we note that most of them are in- 
dustries which have been functioning at high employment levels 
throughout the period and they are largely concentrated in the heavily 
industrialized areas. 

This is true of chemicals and related products; iron and steel ma- 
terials and products (including ferroalloys) ; copper and copper prod- 
ucts; other nonferrous metals and products; ordnance; construction, 
mining, and conveying equipment; metal working machinery ; machine 
tools: electric equipment; generators and motors; engines and tur- 
bines; industrial machinery; motor vehicles, engines and parts; air- 
craft, engines and parts; and other transportation equipment, largely 
ships. (See appendix tables 10, 11, and 12). 

Phas we find that foreign aid shipments of iron and steel products 
accounted for some 7,000 jobs in the industry in 1955, with two-thirds 
of them concentrated in the industrial centers of Illinois, Indiana, 
Ohio, and Pennsylvania. (See table 12.) Shipments of electrical 
equipment are estimated to have provided 23,000 jobs in 1955, concen- 
trated in 8 States with Illinois, New Jersey, New York, and Pennsyl- 
vania accounting for one-half of them. Foreign aid shipments of 
motor vehicles, engines, and parts in 1953 provided 39,000 jobs, con- 
centrated in 7 States, with 51 percent in Michigan, 9 percent in In- 
diana, and 11 percent in Ohio. 

Shipments of aircraft, engines, and parts accounted for some 77,000 
jobs in 1955, spread over 13 States but with 26 percent in California. 

Since there was a continuing high level of employment in each of 
these industries throughout the period 1948-55, with marked expan- 
sion in electric equipment, motor vehicles, and aircraft, it is apparent 
that the employment provided by foreign aid shipments merely added 
to the already high level of demand for labor. Indeed, in the electric 
equipment and aircraft industries labor shortages were accentuated 
by the foreign aid program. 

For many of the industries listed above, foreign aid did not pro- 
vide a large increase in the number of jobs. But where scarce skills 
were involved, as in machine tools, copper and copper products, and 
generators and motors, a tight labor market was made more stringent 
by this additional employment. 

All of these industries are centered in industrial areas which have 
consistently been classified by the Department of Labor as having 
less unemployment than the national average, except on occasions 
where strikes or changes of models have caused temporary unem- 
ployment—in the automobile or steel industries, for example. 

When we try to trace instances where unemployment in depressed 
areas of the United States has been relieved by provision of employ- 
ment through foreign aid shipments, the results are very minor. 
Department of Labor studies show that the industries most responsible 
for chronic unemployment conditions in recent years are coal mining, 
in such areas as Scranton, Wilkes-Barre, Hazelton, and other centers 
in Pennsylvania, and sections of West Virginia, Kentucky, and south- 
ern Illinois; textiles, particularly in New England; some metallic 
mining areas such as the lead-zinc center near Joplin, Missouri; and 
lumber and lumber products areas scattered throughout the country. 
Unfortunately, foreign aid shipments of the products of these indus- 
tries were small and did not provide substantial relief for the unem- 
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ployment conditions, although any such employment was a net gain. 

Coal shipments in foreign aid are estimated to have provided about 
4 percent of total domestic production and employment in 1948 and 
1949 (22,000 and 20,000 jobs). This dropped off to 6,500 jobs in 1950, 
moved up to 11,000 in 1951 and 1952, went down to 3,000 or 4,000 in 
1953 and 1954, and back up to around 5,200 in 1955. While this in- 
creased employment was welcome in all of these years in the depressed 
coal mining and processing areas, unfortunately foreign aid provided 
more additional employment in the years of highest general employ- 
ment in the industry—1948-52, oak the least support in the last 3 
years when employment in the industry was slack. 

In the zine and lead industries foreign aid shipments have been so 
small as to provide no significant employment. 

In lumber and lumber products, while foreign aid shipments ac- 
counted for 6,000 to 7,000 jobs in 1948-49—ranging down to 2,000 or 
8,000 in recent years—these are scattered over 22 or more States and 
could afford little relief to some of the depressed lumber areas such as 
northern Michigan or western Washington. 

The textile industry, like the coal industry, has secured some em- 
ployment benefits from foreign aid shipments—limited as they are. 
Estimated employment created was 25,000 to 27,000 in 1948-49, drop- 
ping off to 11,000 or 12,000 in 1950-51 and 8,000 to 9,000 in 1954-55. 
Even this limited employment was a help in the textile areas of the 
United States—particularly in New England and the South. Again, 
as in the case of coal, the least amount of help came in the last few 
years when employment in the textile industry was declining. (See 
table 11). 

In summary, it is evident that foreign aid has not provided an im- 
portant employment prop for industries which were undergoing slack 
employment conditions. Rather, its impact on employment has been 
largely in those industries which were fully employed and in some 
cases were facing labor-shortage situations. 

During most of the years under consideration, the workers who pro- 
duced the goods going into foreign aid shipments would have been 
easily absorbed in other work opportunities. 

The largest foreign aid shipments and the largest resulting em- 
ployment occurred in 1949—when we were undergoing a recession and 
unemployment crept up from 2 million to 3.5 million. Consequently, 
the employment thus created was of real assistance. Unfortunately, 
when the recession came along in 1954 and unemployment increased 
from 1.5 million to 3.5 million, foreign aid shipments and derivative 
employment declined. (See table 6.) 


THE EFFECTS OF FOREIGN AID ON WAGE LEVELS 


Labor incomes, as measured by weekly earnings, vary generally in 
proportion with production and employment. Hence, during periods 
of full employment, labor incomes resulting from foreign aid ship- 
ments would contribute to inflationary pressures, and, conversely, 
would constitute sustaining forces in recession periods. Since wage 
rates change slowly at collective bargaining intervals, the effects of 
the relatively small employment created by foreign aid are not sig- 
nificant in changing wage rates. A glance at appendix table 13 will 
show that while average weekly earnings in the nonagricultural indus- 
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tries which are involved in foreign aid shipments showed some slight 
declines in the recession years of 1949 and 1954, the decline in employ- 
ment in these industries was more significant (table 11).'' Neverthe- 
less, this means that in these two years total earnings of workers 
declined more than did employment. Conversely, in the years of full 
employment, ee weekly earnings increased more rapidly than 
employment—revealing the inflationary pressure of full employment 
im these industries. This is particularly noticeable in the last 3 or 4 
years. 

~ Tf we take the industries which have supplied the largest percentages 
of foreign aid shipments in recent years we note the following facts: 

Construction, mining, and conveying equipment showed a decline 
in value of production from $2.9 billion in 1952 to $2.7 billion in 1955, 
while employment continued at high levels (134,800 in 1952 and 133,800 
in 1955), and average weekly earnings went up from $77.61 to $86.92 
(tables 9,11, and 13). From 1952 to 1954, foreign aid shipments ac- 
counted for 5 percent of production, jumping to 15 percent in 1955. 
The largest increase in weekly earnings was from 1954 ($77.60) to 
1955 ($86.92)—suggesting that with the industry facing a relative 
labor shortage, foreign aid contributed to the upward pressure on 
workers’ earnings. 

Motor vehicles, engines, and parts increased production from $18.4 
billion in 1952 to $23.3 billion m 1955; employment from 790,200 to 
896,500; and average weekly earnings from $82.82 to $97.78. How- 
ever, foreign aid shipments had declined from 1.9 percent of produc- 
tion in 1952 to 1.6 percent in 1955—indicating that foreign aid was 
a minor influence. 

In the aircraft, engines, and parts industry, production increased 
from $4.6 billion in 1952 to $5.8 billion in 1955; employment went up 
from 660,700 to 738,400; and average weekly earnings from $81.70 
to $89.62. This is another case where foreign aid—comprising 7.8 
percent of production in 1952, 9.9 percent in 1953, 6.3 percent in 1954, 
and 8.8 percent in 1955—was probably a factor in increasing both 
employment and earnings. This sustaining effect is indicated in 
1954, a recession year, when average weekly earnings continued to 
increase. Some nine major manufacturing industries were showing 
a decrease in the percentage of foreign aid shipments from 1952 to 
1955 (copper and products, other nonferrous metals, metalworking 
machinery, machine tools, electric equipment, generators and parts, 
engines and turbines, tractors, and agricultural machinery). 

At the same time, all of these industries, except tractors and agricul- 
tural machinery, showed increases in production during these years. 
Four (copper, other nonferrous metals, machine tools, and electric 
equipment) showed increases in employment and substantial increases 
in average weekly earnings. The other five industries (metal working 
machinery, generators and motors, engines and turbines, tractors, and 
agricultural machinery) all showed some decrease in employment; 
they also showed small increases in average earnings. 

It thus appears that in most of these heavy industries foreign aid 
has been a minor influence on labor incomes. 

Whenever foreign aid shipments account for less than one percent of 
domestic production and employment—as is true of iron and steel 
products, chemicals, paper products, leather products, aluminum 
and many others—the impact on average earnings is not of measurable 
size. 
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If we look at those industries identified by the Department of Labor 
as contributing to chronically depressed areas, it is clear that foreign 
aid has offered little help in the way of supporting labor incomes. 

Coal is the outstanding example. Despite the great year-to-year 
variations in production and employment (tables 9 and 11), average 
weekly earnings have gone up every year except 1949 and 1954—re- 
flecting primarily the bargaining strength of the United Mine Work- 
ers of America, 

In the textile industry, total production has shown a small increase 
from 1948 to 1955 (table 9), while employment was slowly decreasing 
(table 11). There has been a slow increase in the average weekly 
earnings in this typically low-wage industry. Foreign aid shipments 
have been too small to have any appreciable influence. 

Lead and zinc showed production increases from 1948 to 1951, and 
have held about even since then. Employment has followed the same 
patterns, and table 13 shows the same picture for average weekly 
earnings. 

For lumber and lumber products, there has been a slow increase in 
production, but no measurable increase in employment. Average 
earnings have slowly increased. 

Table 13 indicates that the agricultural and related industries, which 
contributed the largest shipments in foreign aid from 1948 through 
1951, were low-wage industries (upper half of table) ; whereas the in- 
dustries which have been accounting for the bulk of foreign aid ship- 
ments since 1952 are high-wage industries (lower half of table). 

As indicated above, however, with a few exceptions, foreign aid 
has not been a major factor in creating or sustaining these higher 
wage levels. It should be emphasized that foreign aid has not had 
any important effect on wage rates as such. Many factors enter into 
the periodic bargaining decisions with respect to wage rates and only 
in exceptional cases has the provision of foreign aid been an influ- 
ential factor. 

One other point should be made with respect to the relationship of 
foreign aid to labor income. As we have seen, the chief effect of foreign 
aid has been to provide additional employment and earnings in some 
export industries. Recent studies based on Department of Labor 
data show that export industries tend to pay higher wages than the 
national average and higher than import-competing industries. Mr. 
Irving'B. Kravis used Department of Labor figures to compare wage 
rates in export industries and import-competing industries, as fol- 





Average hourly earnings weighted by 
man-hours in— 


| | 

46leading | 36leading | All manu- 
export import- facturing 

industries | competing industries 

industries | (328) 


$1. 290 $1. 245 | $1. 252 
1.368 1. 272 | t) 


| 
| 


1 Not available. 


* Wages and Foreign Trade, by Irving B. Kravis, The Review of Economics and Statistics, 
vol. XXXVIII, No. 1, February 1956, pp. 20. 
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It can be concluded, therefore, that the foreign aid shipments have 
provided additional jobs primarily in high-wage industries and have 
contributed somewhat to labor’s prosperity, as well as some slight tend- 
ency toward inflation. 


THE EFFECT OF FOREIGN AID ON DOMESTIC SHORTAGES OF TECHNICAL AND 
SKILLED WORKERS 


It has been noted above, that in the years since 1951, foreign aid 
shipments have been concentrated in the high-wage, high-employment 
manufacturing industries producing machinery, equipment, ordnance, 
motor vehicles, aircraft, and the like. Where foreign aid shipments 
accounted for more than two percent of production and employment 
in an industry which was operating under relatively full-employment 
conditions, it is clear that it had some effect in increasing the shortages 
of engineers, technicians, and highly skilled workers in those 
industries. 

Offices of the United States Employment Service have consistently 
reported shortages of engineers, engineering technicians, and scien- 
tists—including physicists, chemists, mathematicians, ballisticians, 
and natural scientists in these industries. Semiprofessional occupa- 
tions, such as airplane specification writers, tool planners, and trans- 
lators, have likewise been consistently short. 

Such skilled workers as machinists, toolmakers, die sinkers and 
setters, patternmakers, tinsmiths, coppersmiths, sheetmetal workers, 
airplane mechanics and repairmen, electronics technicians, welders 
and flame cutters, and machine shop and related occupations, appeared 
regularly among the jobs listed for clearance—reflecting continuing 
shortages of these workers. 

It is probable, however, that except for the military items and for 
such industries as aircraft, where foreign aid shipments have 
amounted to a substantial percentage of total production and employ- 
ment, the impact of foreign aid on labor shortages has been small. 

Stated another way, when an industry faces a chronic shortage of 
scientists, engineers, technicians, and certain skilled workers, an addi- 
tional production demand of 1 or 2 percent (or even 5 percent) will 
increase the difficulties of getting qualified workers, but it cannot be 
charged with creating the shortage. 

Moreover, we find that these’shortages have continued to increase in 
recent years while foreign aid shipments have declined in ratio to 
domestic production. Thus, the number of job openings placed in 
clearance by the United States Employment Service (reflecting the 
shortage occupations cited above) increased from 19,858 in July 1955, 
to 30,279 in July 1956, while foreign aid shipments were declining 
slightly. 

Undoubtedly, the foreign aid programs have also drawn on some of 
our scarce scientific, engineering, and technical workers to staff their 
overseas operations, particularly technical assistance programs. 
Since another one of the Senate Committee’s studies is examining this 
problem, it will not be discussed here in detail. 

In relation to the domestic demand for these technicians and to the 
size of the shortages, it is believed that the foreign aid programs 
abroad can be charged with only a small share of responsibility. As 
of December 31, 1955, there were a total of 3,881 United States tech- 
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nicians employed in all International Cooperation Administration 
programs overseas. Of this total, 2,467 were regular Government 
employees. The remainder were contract employees. 

In conclusion, it may be said that foreign aid was not designed as a 
prop for slacks in domestic employment or as support for inadequate 
domestic wage incomes. The study indicates that, in fact, its effect on 
employment and wages in either dopreasia areas or depressed indus- 
tries has been slight. Also, no attempt has been made to step up for- 
eign aid as a compensatory device when a recession developed in the 
United States. On the other hand, foreign aid had also only a slight 
effect in aggravating labor shortages. 

The effects on employment and wages of increased or decreased 
foreign aid programs depends on the general economic conditions 
which are assumed to prevail during the coming years. 

If there should develop a slack in employment, a rise in foreign aid 
programs may act as a compensating force; a decline, as an aggravat- 
ing factor. Conversely, if high employment and inflationary pressure 
should be assumed, an increase in foreign aid could aggravate, while 
a reduction would relieve, these conditions somewhat. 

We should remember that the net increase in the labor force is about 
900,000 workers per year and will be rising to about 1.4 million in the 
future. Also productivity—that is, output per worker—is rising, 
particularly in those industries in which there are shortages at the 
present time. Thus, it appears that in all probability some increase in 
foreign aid programs should be feasible without creating additional 
shortages of labor. 
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TaB.LE 2.— United States aid to foreign countries, 1945-56 
TABLE 2A.—Gross aid 
{In millions of dollars] 








Prior 
grants 
Gross _ Gross + Gross _ con- 
aid grants credits verted 
into 
credits 
15,484 | 8, 051 | 8, 686 1, 253 
5, 523 4, 078 RPT Ebauésciave 
6, 053 5, 363 | Se Mhcacsiacs 
4, 623 4, 173 453 2 
5,014 4, 586 428 0 
5, 619 4, 794 825 0 
6, 029 | 6, 317 712 1,000 
5, 316 | 4, 929 | 387 0 
4, 648 4, 247 | a 
1,114 1,009 105 0 
1 For the individual years 1945-47 the figures are as follows: 
Gross Gross Gross 
aid grants credits 
ae Peay 20 TISCCI ain. otianinincccctdocsdcndbcndeen 2, 697 2,015 681 
ccemsdtiancetal iat aati ternasesucduadibandmes 5, 535 2, 289 3, 245 
197 Sense ab aacbhaietisa<teliatihtitinsnaalbbascceete 6, 233 2, 049 4,183 


NotEe.—Table 2A: Gross aid comprises grants and credits utilized in each calendar year. Grants are 
largely gifts for which no payment is expected while credits require repayment, usually with interest. In 
some cases aid has been extended under indeterminate conditions subject to future settlement. Aid, on 
this basis, is included with grants in the period rendered and also included in credits, if repayment conditions 
are decided upon, in the period when the repayment agreement is made. Therefore, such prier grants 
converted into credits are subtracted from the sum of gross grants and gross credits to obtain gross aid. 
Gross aid includes all economic, technical, and military assistance provided by all participating Govern- 
ment departments; it includes relief assistance provided by Government through international and na- 
tiona] agencies; it includes loans by the Export-Import Bank as well as Government departments; it 
includes shipments from stockpiles as well as current products. 

In preparing the tables figures for each calendar year include those aid commodities which were shipped 
that year or purchased with aid funds that year. It was not always possible to exactly achieve this result 
so that there is probably some slight error in each year’s figures resulting from inconsistencies between the 
time period and the transaction. 


Source: Foreign Transactions of the United States Covernment, Bureau of Foreign and Domestic Com- 
merce, Department of Commerce. A slight discrepancy between the table 2 figures and the original source 
is due to the inclusion of that part of sales of surplus commodities for local currency (Public Law 480) which 
was used for aid purposes in the table 2 totals. 


TABLE 2B.—Relurns by foreign countries 
{In millions of dollars] 


Gross = Reverse phan ne 


Gross _ Reverse , Principal 
return grant returned 




















return grant + returned 
hl a 2 

July 1945-April | ___ ae Pe Eee 575 152 423 

Dg cinin nikGied 947 423 | SORE PROG, tai seodeenscss 645 166 479 
ii cntatnind 479 23 OG TT Bn kcckcsce<ste 571 70 501 
Ae 470 230 240 nd dndicanabde ds 571 69 502 
Pibicmbpesanaeuse 476 157 319 || 1956 (January- 
454 140 314 BERTON) <2 ccccese 135 22 113 


NoTe.—Table 2B: Gross returns include the sum of reverse grants (including returns of United States 
grants) and principal collected on credits extended. 
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TABLE 20.—Net granis and credits 





{In millions of dollars] 

Net _ Gross _ Credit _ Reverse Net J _ Credits _ Principal } 

grants grants offsets grants credits returned 

| 

SR eee 6, 375 | 8, 051 1, 253 423 | 8, 162 8, 686 524 

| a es 4, 055 4,078 0 23 988 1,444 4 
i omnnneasbintmanaaneiis 5, 133 5, 363 0 230 450 690 240 
insite ina cncichanialssaaiaan | 4,014 4,173 2 157 133 453 319 
Wee nadkidepchbchubtnanenseain 4, 446 4, 586 140 0 114 428 34 
SO ec bn akiko Siadecneiiee 4, 642 4,794 0 152 402 825 423 
Wen testitndcmnats 5, 151 6, 317 1, 000 166 233 712 479 
| a ae 4, 859 4, 929 0 70 —113 387 501 
Wi avetkesmdsiticbanan 4,178 4, 247 0 69 —101 401 502 
1956 (January to March)..... 986 1, 009 0 22 -8 105 113 








NoTe.—Table 2C: Net grants are the difference between gross grants (after adjustments for prior grants 
converted into credits) and reverse grants. Net credits are gross credits less principal collected. 


TABLE 2D,.—Net aid 


{In millions of dollars] 














Gross Prior grants Net 
Netaids = Grossaid — return — converted = Net grants + credits 
into credit 

1945-48............ 14, 537 | 15, 484 | 947 | 0 | 6, 375 8, 162 
5, 044 | 5, 523 ets. el 4, 055 988 
5, 583 | 6, 053 tite. | 5, 133 450 
4, 147 | 4, 623 | 476 | 0 | 4,014 | 133 
4, 560 5, 014 454 | 0 | 4, 446 114 
5, 044 | 5, 619 575 | 0 4, 642 402 
5, 384 6, 029 645 1, 000 5, 151 1, 233 
4, 745 5, 316 571 0 4, 859 —113 
4, 077 4, 648 571 0 4, 178 —101 

1956 (January to 
March)......... 978 1,114 135 0 986 —Y 

| 


Note.—Table 2D: Net aid can be viewed as either gross aid (after adjustment for prior grants converted 
into credits) less gross returns, or as net grants plus net credits, 





1947 


1948: 
on catalan 
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TABLE 2E.—Foreign aid by program 
[In millions of dollars] 


1945-48: 


Greek-Turkish aid 
Philippine rehabilitation 
Chinese aid 


Surplus property 
Cash settlement 
EE 61 didi cuausmanscatousnads 
Export-Import Bank 
Credit offsets 


1945 (July-December): 
I ere SE nora cernhenenea noe 
Civilian supply 
UNRRA:S scecsscsscsticcccccecesesese 
a Ba 
Inter-American aid. ..............---- 
American Red Cross........:-..:---.- 
Export-Import Bank 


ee ee ueue eet 
SY PT .coseviithaccoceceswhaus 
I eS ee 
DTI oi ee oe 
Inter-American aid................... 
American Red Cross 
og BE Ee 
Export-Import Bank 
Surplus property 
ree ae Bee and 
Philippine rehabilitation 
Refugee assistance 


Dh dithinttdboananeddanciane 
I CI natin tcccwegeemmmuian 
DNs sadail dries a iomnngeinpinnedaledDndteie 
ttt ein dninowtenadcapecknamen 
in a cue ene 
I cit 
Philippine rehabilitation 
Refugee assistance. ................... 
Inter-American aid 
as 
Export-Import Bank 
Surplus property 
Other 


Cy MON tc otacdennoncocsaacnen 
European recovery 


UDA. icsliiniiiknsksenincatk lekeiahstean 


Interim aid 
a nents 
Groek-Tarkish aid.................... 
Philippine rehabilitation 
Refugee assistance 
International civil emergency fund- - 
Inter-American aid 


I a i ae tha ieks Resende beameneiae | 


Export-Import Bank 
See footnote at end of table, p. 58. 


Net 
aid 


Prior 
grant 
con- 
verted 
into 
credit 


Gross 
grants 


Gross __ 
credit 


a 





Princi- 
_ Reverse ___ pal 
grant re- 
turned 



























































I sitll i aictctivtshatinacnndadialbisiendiaes 
BI sacesienes SEs s aeelia iiigineininn 
St Mceteltalcl secscsacemendinisainneteied Wee erent 
el A ae ee EE 
Ee nicirici calle caatdecicgnd Ramsgate cendenentiin 
74 |..-2------ Jecereencee |..-------- |---2-----< 
87 
deaiininpetale sc shintaenasts ag aigeaieleh diam aati 
98 Nis sisacecntiaeewcs eis casein Tete 
DD i a Di re OE eee Sees 
ae a a a 
sniper ill ntansdenieddtamsamantnt Gmetianaone 
a tL ccaditioadcesedttivdtlaciendiithe 
Seillesict PE Dh ctitibdndnecadbaibnnnacditie 
cepenoradapireanedtt oan : 
| 2,049 | re Lupin: b enedii 
ai eae! 18 | 1 | 12 


1, 300 








| 








1948—Continued 


1949: 


1960 


1951: 
DECI SOGUBEG i ceoccnccs}enantiewalidtbhesseu | 
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TABLE 2E.—Foreign aid by program—Continued 
[In millions of dollars] 


Net 
aid 


oe property 


Gross 
grants 


+ credit ~ 





Prior 
grant 
con- 
verted 
into 
credit 


Princi- 
pal 
re- 

turned 


Gross __ Reverse _ 


grant 





EAD ENN So cia ctinincinsiciiin ddidinedaian 
OIVERER GRRIIIT bh occtcwsbvomaid>onuda 
European recovery....-.-------------- 
POR heculidnmbonpacdedennicinch 
CI i al aad 
Greek-Turkish aid........--....-...-- 
Philippine rehabilitation.............. 
ce See ee ee ea 
Refugee assistance-................... 
International civil emergency.-.......- | 
Inter-American aid.....-.---...---.-- 
British loan_......... 
Export-Import Bank 
Surplus property..... 
SRL, lcci ninantiestoniensheninndon 


Miututl SOE. 4 cccccksidacttcectascs 
ChETRS TS OE. no cccsccehooncos 
(Economic and technical aid) -..-- 

ooo) EL eee 

Philippine rehabilitation.............- 

wo fy | a ae 

Chinese stabilization 

EA-E. 7 ccdedamancdocscrubibcotos 


Export-Import Bank 
Surplus property...-.-. 
IRTES SOs nanducncockahebabeabons 




















(DEDIREEY. GIG) ticcccincbah we gudpeonlpassabesee 


(Economic and technical aid). -.-. 
Civilian supplies...................... 
Philippine rehabilitation... .......... 
cr le es | a 
Chinese stabilization.................. 
Lend-Le 


Surplus property 
DIT... .chditesacpessbonanate 














a 
(Military supplies and service)... 
(Construction program) ...........|.........- 
CCE BEER di capecetivddbsbacned | 

Civiltat) spies... ..ccscesecctccnces 

Military equipment loans............- 

COROT AL nncbowstndanucciieGubdiodmemene 

Export-Import Bank................. 

ee eet er ae 

Surplus MOperty ... coc cdvcccpddiwccces 





See footnote at end of table, p. 58. 
































THE FOREIGN AID PROGRAMS 


TABLE 2E.— Foreign aid by program—Continued 
[In millions of dollars] 


Prior 

grant Princi- 
Gross + Gross _ con- _ Reverse_ pal 
grants credit verted grant re- 

into turned 

credit 


1953: 
Mutual security 
ilitary supplies and service) 

Construction program) 
Other aid) 

Civilian supplies 

Military equipment loans 

Other 

Export-Import Bank 

a loan 

urplus property 
Credit offset. 
Lend-Lease. 


1954: 
Mutual security 

Cones supplies and services) 

Construction program) 

(Other aid) 
Civilian supplies 
Inter-American program 
Surplus agriculture 
Committed through oe agencies-__ 
Military equipment loans 
Other 
Export-Import Bank 
British loan 
Surplus property 
Credit offsets 

Lease 





Mutual security 
(Military supplies and services) 
(Construction program) 
(Other aid) 
GR ee rieccatiowant Secdcoues 
Inter-American program 
Committed through private agencies 
Military equipment loans. 





Export-Import Bank 
British loan 

Surplus property 
Credit offsets 











1956 (January-March): 
Mutual security 
(Military supplies and services) 
(Construction program) 
(Other aid) 
Civilian supply 
Inter-American program 
Surplus agriculture 
Military equipment loans. 
Other 
Export-Import Bank 
Surplus property 
en offsets 








t Counterpart funds. 


NotEe.—Table 2E shows, for each —_ the specific foreign aid program source of each component of net 


aid. For the years 1945, 1946, 1947, data were available for gross grants and credits only. 
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TaBLe 12.—Number of indirect employees for every hundred direct employees, 
by industry 
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TABLE 12.—Number of indirect employees for every hundred direct employees, 
by industry—Continued 





Industries shipping aid commodities 
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jj. Construction, mining, conveying equip- 


o 
~~ o 


kk. Metalworking machinery 
ll. Machine tools. 
mm. Electric equipment-.-..................- 
nn. Generators and motors 
00. Engines and turbimes:. . «..... 2... ..25s0 spose ccs) cnccec | occpecfesececfasscclfi lal’ -| 
pp. Industrial machinery (not eisewhere 
GUNOG) oi. sc dsccsscpacsssan ceeds 1 
QO. "TRRGUIC s 50 vce enndssctacicaraeescccecss E teccveds Retest lanwteblsensestsasece wessed 
rr. Agricultural machinery (except tractors) _} 1 | 
ss. Motor vehicles, engines and parts_......}...... } 
tt. Aircraft, engines and parts. -...........- facenne boccwse bescscsleanaue edad deialarepsig 
uu. Other transportation equipment. -.--.....}.....- becdeos besweenfecebitigeiadl Rg Us IO acai Fevak ne ieone 
vv. Miscellaneous industrial products. -....- | 16 20 2 2 4 2 2 1 
] | 








2 
BOR: ASMOUINMNOs wroscccccccss enscdciecccccccbcccccs S fsccccu 1 3 550i cated) ld@ulipe 
bbb. Electric light and power....-........... | nandgulecnahs Maceestweuudieds a nbetuees | 2 2 
G50. TYEMAD GFR. in Bocce teccedusstis 10 16 s 4 13 6 12 20 12 
OGG. "FO oie a nccndedicncedpaceustzncede 12 9 3 4 u + 7 12 10 
4 4 5 + 7 5 




















COD. UVa sid Sccccbcbsscatdssnsdsdcsvets 21 21 
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TaBLe 12.—Number of indirect employees for every hundred direct employees, 
by industry—Continued 
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(manufactured) 
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u. Lumber and wood products (manufac: | i | 
OS SE Se a es See Se gh ee E 4 5 1 
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. Zine and zine products............. -| 
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. Aluminum and aluminum products... 
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- Metallic ores and concentrates... --.---- 
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lizer minerals) and products........... 3 1 
jj. Construction, mining, conveying equip- | | 
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TABLE 12.—Number of indirect employees for every hundred direct employees, 
by industry—Continued 





Industries shipping aid commodities 


Pete) indintete. ook ss a a 80 80 94 260 94} 260 77) 117 98 
. Bread grains (manufactured, wheat 

TOUE) 0 2 cada acess dcsabsgbadeisses onic lecesefoswceu LCST URE As alee Aca 
\ ai See milled, polished 

AOU ii on ests otek BS e SESS Sasa seep esd focein sha Seabee sas ie dban eben Pees cae 
. Other grain preparations (manufac- 

Qi iets sadn ce ce wecen ioe etcecs aa MOL a uk SAL eeel eeeb tee laa 


. Feeds and fodder (manufactured) 
. Dairy prodnets (menuindtared).. 0.2. chicec ts cee ul cau a Ue dalalesdett eek 
. Fruits and nuts (manufactured, canned, 
POGUE TUN BRIERE aaa hse oo noe nnn cwcncitngeses|cccnns|qwoupibtsggelecicoetaeecgeiiokossiaiae 
. Vegetables and preparations (manufac- 
Gureéd, cammed, f00NGm,. 606;) 2.62. ese el ies SL a er. 
. Fish and products (manufactured, 
Sanath; SGROM 008) iii. sks dee eh Sacto dupe ee EER SEES 
» Wlensn GuinePtured io. 6 coi Ss cele sa a Rea OR CE Se a 
. Sugar and related products (manufac- 
CRO) hn Silas sas obec ecledseene i ade cui ocd beds ua bcaks hele tenBabuhsth Coup sacd dois 
. Miscellaneous agricultural products 
QmnantnisohneG) i. 35 cs sin nbs ie bs Jones Be ee aes a A ES ee. 
. Fertilizer (including fertilizer minerals) -|......|......}.....-}-.-2--}o.---- fee 
Tobaceo and tobacco products. .-._- Stok lo dbaccis faceted ee isiis Stas cfalbebUtieeccs uausdiepcseetasee 
Chemicals and related products (manu- 
Satire aac aise ARS 25k2 eS wa 2 2 1 3 1 3 
u. Lumber and wood products (manufac- 
CSG. colt ae dd eed 58 2 
v. Hides, skins, leather and leather prod- 
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ants Gemitinetared ii. osc ou 5 ss 2. 5 fen st). SS I RRR UREA GL 
. Paper and allied products (manufac- 
Cra el esis Caicos 1 1 
x. Textile products (manufactured) -........|....-.]....-- 
y. Crude oi] and petroleum products__.-..-- 1 
z. Coal and related products_............-.- 2 
aa. Iron and stee)] mill materials and prod- 
ucts (including ferroalloys)-..........- 20 
bb. Copper and copper products (including 
brass ame bromes) occ es eisic se ccie 3 
ec. Zine and zine products.................- 1 
dd. Lead and lead products.-_._...........--. Brpd een Pope! Bib! | abel ey Geer 
ee. Aluminum and aluminum products- ---- 2 
ff. Other nonferrous metals and products-__- 1 
2 
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he OO & Pome 
bot CO 'S oe 
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bo 


gg. Metallic ores and concentrates__.......-- 

hh. Nonmetallic minerals (excluding fer- 

tilizer minerals) and products. --....-.-- 

jj. Construction, mining, conveying equip- 
Sire tliat dled ccc an anna diesioreenin ines eotaioaaie 1 1 
kk. Metalworking machinery.-...........--- 1 1 
TD, Se Raha hee oi abisbaactbenenfesnnnsleccens 
mm. Electric equipment....................-- ll il 
nn. Generators and motors..............-.-- B isendes 
oo. Engines and turbines. ..................]|.....- 1 

pp. Industrial machinery (not elsewhere 


ee to 
emo wow bh 


Cs 6 idee dccdsintioniaewnciia 4 4 16 
a en ssinsiia Reidel 2 
rr. Agricultura] machinery (excluding trac- 
Rey ti eit SO ee 1 
ss. Motor vehicles, engines, and parts. .....}......}....--].----- 
tt. Aircraft, engines and parts. .............|---..-|.-...- 
uu. Other transportation equipment. --..-.-.-- i Ate Mana tecnica 1 
vv. Miscellaneous industrial products.....-- 4 4 4 13 { 13 7 6 31 
SOR. BE i win kien eGiils oda cddcnncdeestinn canes loccosufaucece|sccuuai¢eoss|osdunadeadaanGnanaaaal 
DDR. SSSOeTel SG BIE DOWER. wis a wn cncccccne on ceca esecacfancassioccnsalacecaslodaieatetauanleiebeainnall 
CE, a thidian Shi dc ncnsncncncuce 4 4 4 4 4 7 5 
Gi UD et ea tos. decent RGcnncnncnn 5 5 5 9 5 9 3 5 9 
ORR: ROO seas de ieisi cence ces 4 4 4 4 4 4 5 

















Source: Special Tabulation, Salant, Walter S., Brookings Institution. Mr. Walter S. Salant was kind 
enough to provide some results of a study he is currently conducting and which will be published shortly 
by Brookings Institution. 

Derivation: The number of persons directly engaged in producing the commodities which compose for- 
eign aid are not a complete measure of the employment necessary to obtain these goods. For, most goods 
consume various materials, supplies, and services which in turn require employment at earlier stages of 
production. Measures of such indirect employment created by each producing sector are theoretically 
possible to derive with use of an inter-industry-relations table. Mr. Salant has gone through the arduous 
task of determining the direct and the indirect employment created in each industry in the economy by 
$1 million worth of exports by each of 72 selected industries. There are admittedly a number of “approxi- 
mations” in the Salant results, arising from certain properties of the basic inter-industry-relation table 
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available to Mr. Salant. Perhaps the most important of these “approximations” from our standpoint is 
that the basic interindustry data relate to 1947, since which time there may have been important structural 
changes in the economy and that the data do not permit including the indirect effects which we transmitted 
through household consumption, capital formation, and government expenditures. 

It can be seen that the Sdlant data, stated in terms of indirect employment per million dollars of exports, 
can be translated to indirect employment per every hundred people directly employed simply by dividing 
each industry’s indirect employment by the employment creating industry’s direct employment and 
multiplying by 100. This was done in order to derive table 12. However, a number of “ peculiarities” in 
table 12 must be pointed out. 

First, it will be noted that a number of industries which export aid products do not appear as column 
industriés In table 12. ‘These are all the agricultural industries except vegetables and preparations, and the 
manufacturing industries feeds and fodder, eggs, fruits and nuts and products, fertilizer, crude oil and 
petroleum products, coal and related products, and ordnance. These industries do not appear because they 
were not included in the Salant list of 72 industries. While the indirect employment which these industries 
generate is not determined, the direct employment which they create appears in table 13. 

In deriving the indirect employment estimates for the column industries, it was necessary to aggregate and 
disaggregate various of the Salant industries to conform with our classification system. This was done by 
using the proportion which a component industry’s aid shipments was of the total aid shipments of the 
group as a weight in these cases where aggregation was necessary; in the more numerous instances of dis- 
aggregation the ratio of a component industry’s exports to the total of the group exports was used as a weight 
since the detailed information on aid shipments was not available. In addition, the Salant information did 
not provide sufficient data to determine the indirect employment created by the metal industries—lines 
a ff. The estimates for these columns were derived through direct use of the interindustry inverse 
table. 

It has already been noted that the indirect employment created by transactions through the household, 
government, and capital sectors are not included in our results. In addition, there are other factors leading 
to an underestimate of the total of indirect effects. When indirect employment generated in a given in- 
dustry was small these effects were not calculated in order to conserve research time. However, when such 
effects in each industry are cumulated their sum may be a perceptible amount. These instances can be 
observed in those cases in table 12 where the sum of the components of any column is less than the ‘“‘total 
indirect”’ figure in each column. Secondly, and more important, Mr. Salant excluded the indirect effects 
upon certain of the agricultural industries on the grounds that the Government purchase program would 
guarantee employment in these sectors regardless of the level of demand in the open market. As a conse- 
quenee, table 12 must also exclude the indirect effects moving through these agriculture sectors. The 
agriculture line aaa contains only the indirect effects on the meat animals and products, poultry and eggs, 
and farm dairy products industries. 

In computing the table 12 estimates, it was necessary to aggregate and disaggregate certain of the Salant 
row industries in order that they conform with our classification system. In the cases of aggregation, no 
problem arises since the Salant data are constructed in such a way that simple addition of the necessary 
component lines is all that is necessary. In the few cases of disaggregation, it was necessary to use weights 
in order to allocate the component parts properly. The weights used were the ratio of United States pro- 
duction of a component part to the total production of the group. 

It will be noticed that certain of the industries appear to be “‘missing’’ from the line descriptions. None 
of the agricultural industries is specifically identified. These, as indicated above, appear either as a part 
of the agriculture line aaa, or are absent entirely. In addition, the manufactured eggs industry (line h) 
and the ordnance industry (line ii) could not be separately identified. If there is any indirect effect on these 
industries it would be included within one of the other industries specified. 

Specia] consideration was given to the transportation industry line cece. The employment generated in 
the ocean freight industry can be considered either an indirect employment generated by the movement of 
the aid commodities or it can be considered the direct employment resulting from the payments to the ocean 
freight industry in order to move the aid commodities. In the former case, the effects of the cargo preference 
legislation would be ignored; in the latter case, some minor parts of the indirect effects on the ocean freight 
industry would be ignored, It was therefore desirable to treat the effects on the ocean freight industry as 
being a direct employment effect (see table 13). This required making some adjustments in the transporta- 
tion sector line in order to subtract the indirect employment created in the ocean freight industry. A 
formula was devised and the necessary adjustments made so that line cce actually represents all transpor- 
tation industries exclusive of the ocean freight component. 
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TABLE 13.— Direct and indirect employment created by the 1955 foreign aid program 


{Hundreds of employees] 




















| 
| Direct | Indirect | Total 
ed a ceerieeneeniertieaielli terete lies ee le 
a. Bread grains: | 
(1) Agricultural (wheat, rye) !............-.-... mihi in pditign satin lwoswconass ineronpeninnnntee anes 
(2) Manufactured (wheat, flour) - . 32 4 36 
b. Coarse grains (agricultural: barley, oats, buckwheat, sorghum) !_._._|-.-.....-.|-------..-]---------- 
c. Rice: 
(1) Agricultural (rough rice) ! pccaccececscscacassoe hia onmenniae aan 
(2) Manufactured (milled, polished Tice) . aahimlanibideiiae szdatinl + 1 5 
d. Other grain preparations (manufactured) -..............- = STR 2 1 3 
e. Fats and oils: 
(1) Agricultural (peanuts and oilseeds) !.........- i Orne oomeainiel anee-dinminiiataiess aan a 
(2) Manufactured.......-.. iinineastaldhnes sepvamartte tel 5 5 10 
f. Feeds and fodder: 
iy ME? * 5 nn dnconameennenenhtae<94srateneanee aint innpop ner eule ine tannetinegnearerta 
Oe en ciate ane : suneevtaaaeiie 3 2 5 
g. Dairy products: 
(1) ROSE CRO DNIIEE ©,....00 nnenerdenrensasnnss —eneghinmneatenlatecaseene 
Se IIIT 0.0 iss saset gees eniemenen-t oleh Gesteantedenandnitie naan 1 i 
h. Eggs: 
(1) Agricultural (in shell) !..........-....--.-....- y= ecgyanatio ren Maeadiet Sdicaniatie aetadmenamaeaeneneae 
et nk’, one hetutaghnonnamr eget anaes nein aime Aaaiail 7 tmveecgneace 4 
i. Fruits and nuts: 
oe hd ens ia Enid tain Sly Deabopin, REALS ER LAE Sa EL no Spee 
(2) Manufactured (canned, preserved fruits) - S cneameien alae deel | We leven tebe 10 
j. Vegetables and preparations: 
(1) Agricultural (fresh vegetables) !.............-.......--.--.-- a eee Rn eins ame ead 
(2) Manufactured (canned, frozen, etc.).................-..--.-. 10 1 ll 
k. Fish and products: 
DT a tienen wn eter npbteentbvasnnaied lL Atececmndnhantrouiaiemetaenaemed 
(2) Manufactured (canned, ’ frozen, an Aerctinant 5 aot | a Nnaetntiee arent 2 
l. Meats (manufactured)... ....-..-...----------+--- > aineenana | 3 4 7 
m. Sugar and related products (manufactured) - nal Ripe eX, 1 3 4 
Bes Se EEL stoic ocadinenet<adetaraias ane Te ie oho ene ae ee 
0. Miscellaneous agricultural products: | 
(1) Agricultural (livestock) !............-.-...... uA IN aN EL St CU iee ie 2 2 gen bees 
(2) Manufactured -__. Sata aae el 4 4 8 
p. Fertilizer (including fertilizer minerals) and products. a eee 13 1 14 
q. Raw cotton (agricultural) '_..........-.....- , ofosenr ahs di eandlanses daaninntanneand bemeeree = 
r. Raw woo! (agricultural) eincamraldteatahapeannindatet Cebtecemes inane Bi Pty eel De eee erie ae cas 
s. Tobacco and tobacco products: | 
(1) Raw tobacco (agricultural) !................... neha tinkaaie seal tiaeecesienabl ina a oekeanaae 
(2) Tobacco products (manufactured) ...............-.....-.--.- | 3 2 5 
t. Chemicals and related products (manufactured) -_.........-- dt al 89 7 161 
u. Lumber and wood products (manufactured) ..........-.--..-.-.---- 27 81 108 
v. Hides, skins, leather and leather products (manufactured) -_-.....-.--| 19 4] 23 
w. Paper and allied products (manufactured) ...................----...- 22 69 91 
X. Textile DFOCUCES (IIATIIRCEUTON) . . 5 nnn none nde sae ennscooenncence= 86 47 133 
y. Crude oll and petroleum products... 2.22. en nnncenccecce +n | 31 | 25 56 
z. Coal and related products. aetiensh @vocntmnet= adienateheen endian Geadbentimemelaieds | 52 | 63 115 
aa. Iron and steel mill materials and products (including ferroalloys) -_--| 138 | 526 664 
bb. Copper and copper products eee brass and bronze)........- | 14 | 63 | 77 
ec. Zine and zine products.-__..-.- ; . < pena ane Paavo Sefetpones onal 20 | 20 
dd. Lead and lead products-.....-. so etcnwelininnia <nmatnns tee 10 10 
ee. Aluminum and aluminum produc ees nebeeaenteagiindidina | 1 45 46 
ff. Other nonferrous metals and products_..................-...---.--- 3 | 10 13 
gg. Metallic ores and concentrates.................. oserweieeaeiill .| 1 | 46 47 
hh. Nonmetallic minerals (excluding fertilizer minerals) --__- ‘ ; ‘ 33 46 79 
i SI en less. ncn netsoiniedalaareeniie ia th cates Me datietemind | 131 
jj. C onstruction, mining, conve ying equipment es ea eieaesne ch dined hicecnca ae 205 29 234 
i. DECHREOTI IIE MIEN oo iccccnccccncsescedeusesceesuunnsncandin j 18 29 47 
ee er . a 13 13 26 
Rs. SPUR SE iitiieccd neces cwceccnsccaneianeesntereceenanel 183 128 311 
nn, Generators and motors_--_- vic dire docs wa walkin waeinadliamanaoeeeTT 17 10 27 
CD, SS BI Peis Cinke ce coc scnncscccciesiandacdidissnees | 22 10 32 
pp. Industrial machinery (not elsewhere classified)..............-...----| 126 | 142 268 
i inek an ecite achniritnnitinin naan came aan | 47 | 15 62 
rr. Agricultural machinery (except tractors) - irate aneatn cn idee ee 13 | 11 | 24 
ss. Motor vehicles, engines, parts.......-- nS , cdveutdiobishies 143 35 178 
tt. Aircraft engines, and parts.................-...-.-.. oo guns duebsenney 650 7 729 
uu. Other transportation equipment. ---- ; ; KtasenosGiiane 30 9 | 39 
vv. Miscellaneous industrial products. enenenl wiekecndeeeel 158 | 189 | 347 
i ee ee jesesutnaeeunen ctinineueeesanenlien | 988 | 19 1,007 
O_O LIED EEL LOX Nid danemenition Qi 1 


1 See line aaa. 


87947—57 7 
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Taste 13.—Direct and indirect employment created by the 1955 foreign aid 
program—Continued 


{Hundreds of employees] 


Direct | Indirect Total 





a a ns a meneame anette Cena 183 157 340 
Gee i nanenetenhes seiner Sc cnaiieadiedientianta ten hinceetitian iiadidl adhe tant iedie deta ienteindited 129 129 
ee ee eenaha sabekehemakniens=tdtnininithe te 40 132 132 

i WL ato 10st nee sae hamiswdnddi noes swans srupiatmnaamaannnamen 110 110 
gee. TIE in dhdinererncAdeaeimenentneeceaenes seanashetnaremnaaatan 3, 579 2, 403 5, 982 


Nore.—Table 13 shows the direct and indirect employment created by the 1955 ald program under the 
assumption that the aid commodities would not otherwise be produced. 

The direct employments for any given year can be determined by multiplying the total value of com- 
modities shipped as aid (table 6) by the ratio of total employment to total production in that industry, if 
it is assumed that the commodities shipped as aid have the same productivity ratios as the same com- 
modities consumed domestically. This is equivalent to multiplying each industry’s ratio of aid to pro- 
duction (table 10) by that industry’s total employment (table 11) for any given year. This procedure was 
followed for the 1955 estimates for all industries in table 13 except the transportation and service industries. 
In this case, as noted in table 12, only the ocean freight component of the transportation industry was con- 
sidered to involve a direct employment. The direct transportation employment in line ecc was derived 
by multiplying the ratio of employment to —s in the ocean freight industry (as obtained from the 
statistical abstract) by the foreign aid funds paid to the ocean freight industry (table 6). Direct employ- 
ment in the service sector relates to the employment of technicians, scientists, etc. This estimate was made 
directly from information provided in the International Cooperation Administration operations reports. 

It will be noticed that the direct employment in specific agricultural industries is not identified. Line 
aaa shows the direct employment in all agricultural sectors, as obtained by multiplying the total aid pro- 
vee in the form of agricultural commodities by the ratio of total United States agricultural output to 
employment. 

able 12 shows, for most of the industries directly supplying aid commodities, the indirect employment 
in each industry in the economy which is a consequence of 100 persons directly employed in that industry. 
If, therefore, the elements of each column of table 12 are multiplied by the direct employment necessary to 
produce the aid commodities of the column industry (line 1, table 13), and then divided by 100, we obtain 
the indirect employment created in each industry by each of the industries which were shipping ald com- 
modities. In order to arrive at the total of any industry’s indirect employment created by the 1955 aid pro- 
gram we take the sum of all of the indirect employment created in that industry by each of the commodity 
ha aa (i. e. the sum of the line elements). These indirect employments are shown in column 2 of 
table 13. 

It should be emphasized that while table 12 is independent of any given aid program, table 13isnot. That 
is, table 13 shows the indirect employment created by the 1955 aid program; table 12 shows certain structural 
relationships between industries which, on the assumption that these relationships do not change from year 
to year, can be applied to any assumed or historical aid program in order to obtain theindirect employment 
created by that program. 

Since the indirect employment estimates were obtained from table 12, they have all the limitations and 
underestimates of table 12. As was noted in table 12, the indirect employment created by certain of the 
industries shipping aid commodities could not be determined. As a consequence, our indirect employment 
estimates in table 13 do not contain these components. It was also seen in table 12 that the indirect employ- 
ment in the agriculture industry line aaa refers only to the meat animals and products, poultry and eggs, 
and farm dairy products industries. This is in contrast to the direct employment in line aaa, which includes 
all agricultural industries. Table 12 excluded the specific industry effect when these effects were judged 
too small to calculate. The sum of the ignored effects, however, were included in the “total indirect’’ 
effect, line of table 12. Line ggg of table 13 shows all the sum of these unallocated employment effects for 
the 1955 aid program. 

In the derivation of both the direct and indirect employments it was decided to estimate only that employ- 
ment currently created. Therefore, the foreign ald program which was considered relevant was that pro- 
gram excluding the aid commodities shipped which were withdrawn from surplus or excess stocks (table 6). 
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TaBLE 14.—1953 State employment as a percent of the national employment, by 


industry 
Industry Percent Industry Percent 
a. Bread grains (mfg.): h. Eggs (mfg.): 
CemoriauinuciciéA....- 7 California... ..i4snicu).--- 4 
Hees id)... 8 Tilinoities sicsatiiel..... 7 
Massachusetts__....---- 3 lowes. ..2icgilil _.. 4 
Michhbeniuliwsos.-..-- 5 Michigan. :2idoii.-..-. 4 
en a ee 2 Minnesotass. w2~.... 7 
ae 4 New: York'd swe. 2iu 7 
Now Jeresyilisov_..--- 3 SaaS. * 5 See 6 
New: Westitbecues) 11 Pennsylvania_.......--- 5 
Giiieubosiel sboiii_.... 6 Wisconsinescsccud*..-.- 13 
Pennsylvania_......---- 8 i. Fruits and nuts (mfg.): 
nes oer... 5 California.cicivul.... 19 
c. Rice (mfg.): Mloridaw:. bo wx. 9 
California............_- a Hiineigeen. .. i nia)... 6 
Titetigu ebrusieci ..... 8 New Jersey.......------ 6 
Massachusetts_......._- 3 New: YorRiazcesss...... § 
Paiemeeh duiici i... 5 Pennsylvania.......-... 5 
Minnesota__.......---- 2 TORR. keh... 4 
ReMpeet 22eucive.L..... 4 j. Vegetables and preparations 
New Jereeysiovss_._... 3 (mfg.): 
New: eek......soii..... 11 Catifornia. ssctiusl 2... 19 
Obie. Jwala)... 7 6 Plotida-2ceiivn lo. 9 
Pennsylvania___.__--- iter Dlineltousdscecabi. 1 6 
I asics sie Discs 5 New Jersey... ----- 6 
d. Other grain preparations New: YowitiissizeUt_.. 2 8 
(mfg.): Pennsylvania__......--- 5 
Catformitdieuviis. 2 ..... 7 Tesi Lil... 4 
Binet. wesil..... 8 k. Fish and products (mfg.): 
Massachusetts__.......-- 3 California. . occult... 19 
Michiganssouicacl..... 5 Wilotit@icess ecole 9 
Minnesota_____.._.--- — Tilineiitiens } slic 6 
Missouri. iicinilL..... 4 New Jersey......------ 6 
New Jersey_..------- sai Now (Xork. i2eys?.. ave 8 
Mew Work. ocasoJ....... 1 Pennsylvania........_-- 5 
OMolvcs deste box ueil. 6 TOR a eto W.. 4 
Pennsylvania_.-_-- ~~ ---- 8 1. Meat products (mfg.): 
‘Temes. ciinie) ..... 5 California. iw22 cule. 5 
e.. Fats.and.olliisiseucin.....- (?) Beols... ci wiuth..<. 13 
f. Feeds and fodder (mfg.): ie wi 9 
Califtenigowcsiizcl....- 7 Benes... asialé.. 4 
Iiineies poste. ..... 8 Minnesota..........-.- 6 
Massachusetts__...._--- 3 Missa. ispeseie. 4 
Michigan___._--.-- a oe Nebédeleseil waz... 5 
Minnesota__......-~- 3. 2 New -Yorito. xzaZ_..... 4 
Missouriscn.. .u 2. 5 4 iow tutte. =. 4 
New Jersey_._.----- ie Pennsylvania........... 5 
New. York....iii/).. ie oe Dee6Oi. oueocosT...... 4 
OMerbiuuswsocc.. Zi 6 Wisconsinixacoeli....- 3 
Pennsylvania-_..--_--- 8 m. Sugar and related products.__ (*) 
DOBMcceicuwel. ..- 5 o. Miscellaneous agricultural 
g. Dairy products (mfg.): produgte: dirccolled ou. ( 0 
CUMOMMOiUUe Lo «=| p. Fertitieer. ... ebrul 222 
Illinois... 222 - Fiat 7 s. Tobacco and products (mfg.): 
ONS neti, a wc 4 Parsee So zcnuil kk 
Michigan cucu ..... 4 Bentuckyuisiiivot...... 21 
Minnesotalcceuus_..... 7 New Jersey_....2.-..-- 5 
New Yorkuwidai.....- 7 North Carolina......... 24 
Giese b cee 2... 6 Pennsylvania.........-.- 19 
Pennsylvania........... 5 Virginia. winsioeellé...... 14 
Wiseomein.....cudiL..... 13 


1 Not available. 
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industry—Continued 


Industry 


t. Chemicals and products 
(mfg.): 
California. - ~~~. -- 


Michigan._._.___-_-- a 


Pennsylvania-_-_----- -- , 
Penmeseess 1 6. 


Wee Utd So 


u. Lumber and wood products 


(mfg.): 
ADONIS ose OER Ln. 


eRe Se BI 2k ¥ 
Sees PbS ei. 
BR finn chad Ah iis ore 
DOR ESL Sf 
Louisiana... .__.---- 
Massachusetts___-- - ; 
Michigan- --------- ioe 
Milssismts oS 
New York_-- 


Aree. .6UcEs Lew... ; 
Pennsylvania. -_-_-------- 
South Carolina... -_---- 
Tennessee.._....__.---- 
Se Ait Se... 
pO ERE ee 
Wisconsin__......_--- 
Washington_______-__-- 


v. Leather and leather products 


(mfg.): 
Re ba Ck 
ee... Seciee 
Massachusetts__.._____- 
DMissomr oe. . S ; 
New Hampshire____-_---- 


Pennsylvania___._.----- 
Senmeweee... 2825 1. ..... 
Wiscon@inicio2c_u..... 


w. Paper and _ allied products 


mfg.): 


Kdeorbadd. Diu osiadal:. 
See bol ... 
Lewigiene jou Jsc.0...... 
Maine..____- 
Massachusetts___._____- 
Michie S25... .. . 
ee Ss oe 


Pennsylvania___.._--- se 
i hi arti 
Washington___.......--- 
inet acai oe 


Percent 


-— 
AAI IA Oe ors1 61 


AWWWOWWOWONORWWH WN WON IO 


— 


Industry 
x. Textile products (mfg.): 


Alabamas.ceuclu. : - pies 


[2008S LL... - 
Massachusetts- -- 
New Hampshire-__-.-_--- 


New Jersey.........--- 
New, 2 oreruhel oT 


North Carolina_____-_-_- 


Pennsylvania---_-_------ 


Rhode Island__._____- 


South Carolina_______-- 
Tennessee. 
Virwiem.. <i S best 


y. Petroleum products (mfg.): 


Claiifernia.. sieve). .<i 
Dine oe eae Lf f 


Rowena fice. |S 


New Jersey__....-.---- 


Geet coer £ carats ; 
Oklahoma..._.....--- 


Pennsylvania____- ~~ --- 


i Ee 
z. Coal products: 


Alabama..-.----- hie ai 


California___.- Pit. 


Ree. SP 


Indiana________- z 
Mentuckyu sc0.0L.... 
Wie loos lhe 


ists wine 


West Virginia___..__-- 
Texas... 20% 


TaBLE 14.—1953 State employment as a percent of the national employment, by 
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aa. Iron and steel and products: 


Alabama._____-_- 
California 


Connecticut__....___-- 
Windiesé uous eed, 
ina@iama. Suiepsty - 2c. 


Maryland_...._.--- 


Massachusetts_____—--- 

Michigan_____-- 1) Seles 
New Jersey......-..--.- 
New York.__...-- iifaee 


North Carolina_. 
Cinta... db 6 we fe 
Pennsylvania__-__-_- 
Virginia_____-_- 
Wisconsin__..___--_- 


bb. Copper and products: 


California 
Connecticut___ 
Illinois__- 


Ingiene.ocojol..... 


Massachusetts 
Michigan ¢ aus d...- 
New Jersey_.__-- 


New York___-_-.- ee ; 
(i... slap sl yk c. 


Pennsylvania 


oe ote 
Washington........... 
ee 


mh 


YS 


— 


1 
—_-— 
— OO Re 00 ON NSO bo 
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TABLE 14.—1953 State employment as a percent of the national employment, by 
industry—Continued 


Industry Percent 
ce. Zine and products: 
Califoenia. uci. sss - 6 
Connecticut___._..-- 6 
Pinole. woedbdia cs. « a3 
Pnmene.. .... sels 4. 5 
Massachusetts_....._--- 3 
Michigan caguiil...... 8 
New. derseyecesils...... 6 
New. Yoru) ¢ wos... 9 
SS 9 Se ee 
Pennsylvania__........- ~ DP 
PMG s ceo. welal.. 3 
Washington... ......-- 2 
Wisconsin__.._...._-- bias 2 
dd. Lead and products: 
Californian vce b/..- 2 6 
Connecticut____.___.._- é 6 
BN oe adds & a cte 11 
Iota geet TS 5 
Massachusetitts___._____- 2 
Michigan______.___- a 5 
New Jersey_......_- 6 
New York.cvaisul.. 9 
(hie... = sseagett .. . 11 
Pennsylvania_........... 10 
SORO8... . Sk. os 1 
Wisconsin__________- : 2 
ee. Aluminum and products: 
Caltormmicg [oes /...6-- 6 
Connecticut__....._.-.-- 5 
Pilinoigiuie cout Jk. 10 
petiene eos cen 5 
Massachusetts-__-___- -_- 3 
Michigan_-_-__-__- ; 7 
New Jersey____.-- a 5 
Dew Vettes bei lL 10 
GOD... 4.5.2. Binet 1. 9 
Pennsylvania_........... 9 
Sere 2osiwecaol.... 3 
Washington_________- : 2 
Wisconsin_______- 3 


ff. Other nonferrous metals and 


products: 


California_______- - 6 
Connecticut______- ; 6 
Sino. Sue ue ref. . 11 
Indiana... citid ss 5 
Massachusetitts___.______ 2 
Michigan. 3b:0iiL._ 5 
New Jersey__---- ie specail 6 
eee We oe oes 9 
Ct pie ee: poe ete 11 
Pennsylvania__.......... 10 
Noite phe Meecuas 1 
Wisconsin... . 224 2 
gg. Metallic ores and concen- 
trates: 
Alabama__.- 5 
Arizona_- 11 
Colorado-_- 5 
Idaho__-_-_- 4 
Michigan- -- 11 
Minnesota. 17 


gg. Metallic 


bh. 


ii. 


jj. 


kk. 


Il. 


Industry 
ores and concen- 
trates—Continued 

Missotricic) ebcxiji 


Nonmetallic minerals and 


products: 


Mishigatis 2vcicuuiil. 
New Jersey.......------ 


Tern. io. t it. 3 es 
West Virginia___.....--- 
Ordnance: 
Californias .di 22. 2. 
Connecticut_..._.....-- 
Pinele i iacce Lsitigeus so 
IndianineG i oeio ot f 2 
Michigan_-_____.-- B dats 
Minnesota._.........--- 
Misnourl. saci =... 


Wisconsin: ::-vs2--—<.-= 
Construction, mining, and 
conveying equipment: 
California.........--- ‘i 
Tineles ou ctr eh 23: 5 
Indiama...: ...i2iobact:. 
loWA.i.4.. HER ow aso 
Michigan 
Ohio 


Pennsylvania_....------ 
Texas... £2088 aa, 
Wisconsinis< 2wsc. =. 
Metal working machines: 
Connecticut_____-_- 
EN bd co tet ts 
Massachusetts_ 
Michigan______- 
New Jersey-.- i 
New York.__._- wd 
Oldo. 26822% el 
Pennsylvania_____ at 
Rhode Island__--- -- 
Wisconsin___- i 
Machine tools: 
Connecticut____—__- 
Rote Po eo gt ‘ 
Massachusetts_- cdietan 
Michigan____--- faa 
New Jersey__......____- 
New: Vero. so T 
nie. 2 os 2 


Percent 
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TABLE 14.—1953 State employment as a percent of the national employment, by 
industry—Continued 
Industry Percent Industry Percent 
ll, Machine tools—C ontinued rr. Agricultural machines (ex- 
Pennsylvania_.......--- 7 cept tractors): 
Rhode Island_......---- 4 BiineiGsvoioovu ls... 42 
Winton@ingiciacki..... 3 Seema scleiowil 5 
mm. Electrical equipment: Be. cecuehsesl ws 12 
eiformien..iatil..... 6 Boentudhgigosece ...... 4 
PeineiGie ei lekuucos. 15 Baichigenneuidsvi.. 4 
Massachusetts_......--- 9 Minnesotacc.. ios... .-- 4 
New Jersey_.....-.----- 11 wew sores £222... 2 
New: Work. wiscoll....- 13 ei Jeo ues 
Ohiens. ws alos... 9 Wincdetinsduieuiel..... 9 
Pennsylvania___....---- 11 ss. Motor vehicles, engines, parts: 
Wiscetwlndosxe sis... 4 Gelformiancivccil..... 38 
nn. Generators and motors: Indianassiusvisel i su . 9 
Calforniazsci.e.a....-- 6 Michigan_........- 2.2 ~ 0161 
ES oy 1) 15 Mississippi scusiic 2: ..... 3 
Massachusetts___...---- 9 New. Youkuoosoel.... eal oe 
New derseycceuic 11 (iinsss.....soslli.c... IL! 
New werk... 262.0. ...- 13 Pennsylvania__........-- 3 
OMiewssisu ly jes ik... 9 tt. Aircraft, engines and parts: 
Pennsylvania_.......-- 11 Californiauscicscl...... 26 
Wisconsinwscuu.l....- 4 Connacticut..ucic...... 6 
oo. Engines and turbines_....... (') Pneiene souci.vied..... 5 
pp. Industrial machines, not else- eK. SLs 6 
where classified: Marylee yciuccl..... 4 
Califotniaus:Jiic. ~~ 4 Maveniwan... cat... 5 
Connoertisnt. ici if.....- 3 Mississippizccswi iL... .- 3 
ee. gw fuse te 10 New Jersey..........--- 4 
pS Se ee ee NeW VOrkiuis.i.... 8 
Massachusetts_-__.__ ~~ - 7 (Ghigo sngiiocoue) ..... 9 
Michigan... .o.--.......- 9 Pennsylvania_........... 3 
New Jersey__.-.-.-- 7 SORBR. 2k ee 
New York.._.....-.. es 9 Washington..._.____.-- 4 
mace: weicesa.. 15| uu. Other transportation equip- 
Pennsylvania_._.......-- 10 mento ovarsobogele sock. (4) 
Wisconsin......_....... 4] vv. Miscellaneous industrial prod- 
qq. Tractors: ucts: 
(es ee California___.-_- ; 5 
Peebe cist. Cg Connecticut__...._-- a ae 
cal) .. og) ee Sideelezuvasices &..... 8 
Bentuckpicisuuvsii..... 4 Jridianacsseiuewiil...... 2 
i 4 Massachusetts_......... 6 
Minnesota. csuccl...... 4 Michigan_____----- Rad 2 
New. Yothinucuit...... 2 Minnesota_........-... 1 
Olea: subluun jeial/ 4 New Jeraeyssov..2...... 6 
Wiscon#iniissciia 1... -.- 9 New. x Orko iewlil..... 25 
IN cnc SOUL, i ew 7 
Pennsylvania_._.......-- 10 
Rhode Island__. phi 1 


Source: County business patterns, 1953, Department of Commerce, Department of Health, Education, 
and Welfare. 

Derivation: County business patterns shows estimates, by State and industry, of the number of em- 
ployees subject to social security payment in March of 1953. These figures, for a number of reasons, are not 
necessarily equivalent to the employment estimates provided by employment and earnings. It was felt, 
however, that the data are sufficiently reliable to derive the proportionate distribution among States of the 
total United States employment in each of the manufacturing industries. 

The county business patterns industry data were first converted to the classification system used in this 
report. When it was necessary to aggregate or disaggregate various of the industries, weights determined 
by United States production data were used. The State proportions of the total within each industry were 
then computed. Time did not permit computing the proportions for each State in each industry. The 
proportion of only the relatively important States within each industry was derived. For most industries, 
these included more than 60 percent of the total United States employment. The remaining employments 
were small and evenly distributed among many States and therefore can be ignored in most cases. It will 
also be noticed in table 14 that for several of the industries the State distribution of employment could not 
be determined. 
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Table 18.—Cumulative Economic Cooperation Administration and Mutual Defense 
Assistance program, for metals Apr. 3, 1948 to June 30, 1951—Procurement 
authorizations for purchases by 17 European nations by commodity group and 


area of source 
[In millions of dollars] 


Area of source (cumulative Apr. 3, 1948, to 
June 30, 1951) 


Commodity 


$f | | | SS | SS | 





Other, including precious 
PR ct senhbnncdicoctionimen 
Total, nonferrous metals 

and products_.......... 

Iron and steel products includ- 
ing ferroalloys...............- 
Metallic ores and concentrates- 








Source: International Coperation Administration. 


Notge.—Table 18 shows the aid funds authorized for the purchase of metals and metal products from 
both the United States and other countries. 
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TaBLE 20.—United States oceangoing fleet (except military auxiliary) 
[Vessel, 1,000 gross tons and over, in millions of deadweight tons] 





Total 
End of year— SC Ative | Inactive | Foreign | Domestic 
trade! trade 
Number| Tons 
1, 385 11.6 9.9 1.8 2.9 6.9 
1, 233 10.5 9.6 .9 3.4 6.2 
1, 168 10.1 9.9 2 4.1 5.8 
4, 422 46.5 25. 4 21.1 20. 6 4.8 
3, 696 38.9 23.7 15.2 17.2 6.4 
3, 410 36.5 16.6 19.8 11.2 5.4 
3, 389 36.4 14.6 21.8 8.4 6.2 
3, 168 34.0 13.4 20. 6 7.6 5.8 
3, 373 36.3 22.4 13.8 16.3 6.2 
3, 349 36. 1 16.7 19.4 210.3 6.4 
3, 350 36.3 16.2 21.0 310.3 5.9 
3, 255 35. 1 14.1 20.0 6.7 6.0 
3, 154 34.2 13.6 20. 6 6.9 6.0 


1 Postwar, 60 percent of the active fleet was engaged in foreign trade, the reverse of the prewar situation. 

2 Includes 264 ships totaling 2.7 million deadweight tons operated by U. 8. Government. 

3 Includes 36 ships totaling 0.6 million deadweight tons, mostly tankers, engaged in foreign operation 
and 313 ships of 3.3 million deadweight tons operated by U. 8. Government. 


Source: U. 8. Maritime Administration. 
NoteE.—Since it is estimated that foreign aid cargo constituted 25 to 30 percent of United States foreign 


exports, it is assumed that the excess tonnage after 1948 compared to the 1 1 period is directly attrib- 
utable to our foreign aid programs. 


TaBLE 21.—Military Sea Transport Service, foreign aid cargo movements by sponsor, 
program, commodity, and fiscal year—Fiscal years 1954, 1955, and 1956 


[In measurement tons] 


Commodity 
Sponsor, program, and fiscal year 















































Reefer | Bulk Ammo General | Special 
sa isahidiemioddesonsideamaiieioiseals Ueccipamntiiamed Mates es 
Army: | | 
Civilian aid: | | | 
i cennabiiit Dee Tn cats | |223, 615 | 597 158, 109 12, 006 
ioc eeieinitaiies | 33, 302 | 319 191, 611 24, 956 
: PRFID Sateen spesumpeenneemanence: }129, 873 | 1 78, 857 14, 297 
ee) fe 5 386,700} 917} 428,577] 51,250 
Mutual defense assistance pro- —— ee 
gram: | 
nbinhndmctuncbnin keene, cf eee |271, 263 416, 430 635, 876 
Blt tividinepemiancawabsuiininninn SS EP lw chemieien 91, 944 245, 179 624, 874 
nandhnsacdkinadulbhacsed De Rie Aaael 192, 586 | 552, 598 556, 325 
Seacdeatb conliamsenisniomteteanneean OE este case 555, 793 |1, 214, 207 iL 817,075 
Navy Le Le 


18, 519 
14, 172 


54, 113 78, 946 
39, 599 24, 187 


























9,091 | 29,409 | 10,915 
DO icciicic nh iicerenmed M45 |........ | 41,782 | 123,121 | 114,048 
Air Force: c EE TT ro 
Mutual defense assistance pro- | 
gram: 
0G oo ao oe ecco ocak 42,188 | 138,944 | 56,471 | 188,218 | 370, 721 
Wes siotivnniecnheksduivneeace leaves csi 18,764 | 154,787 | 48,580 | 190,292 | 412,423 
NR iemiarena ecremmrenpntaes ye | 28,382 | 131,547 | 42,383 | 527,353 | 720, 684 
Total....... a ea 90 |...noea 89, 334 | 425,178 | 147, 434 | 850, 863 | 1, 512, 828 
' 
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TABLE 22.—Comparison between Economic Cooperation Administration/Mutual 
Security Agency/Foreign Operations Administration/International Cooperation 
Administration financed exports and total exports to International Cooperation 
Administration European countries by period from April 1949 by category 


{In thousands of long tons] 


April | July July July July July July 
1949- 1950- 1951- 1952- 1953- 1954- 1955- 
June | June June | June | June June | June 
1950 1951 1952 1953 1954 1955 1956 


All vessel service: 


EE Pn ccnachcdibuencapdhakinsosnanin 20,646 | 27,343 | 49,470 | 25,099 | 20,281 | 33,185 | 53,469 
International Cooperation Administra- 
tion financed exports._................- 20,212 | 9,588 | 13,250] 5,055 | 3,695 | 3,240 3, 415 
Percent International Cooperation Ad- 
ministration to total.................... 68 35 27 20 18 10 6 
Dry bulk vessel service: 
NEE enthlidilbenancbcigeiewonednde 13, 586 | 16,560 | 35,330 | 13,295 | 8,907 | 20,635 | 39,124 
International Cooperation Administra- 
tion financed exports...........-......- 10, 967 4,339 | 10,762 | 2,511 1, 748 1, 947 2, 415 
Percent International Cooperation Ad- 
ministration to total.................-.. 81 26 30 19 20 y 6 
Liner vessel service: 
ON CUO i cisnhebcitncscaiénenn<aneenin 13, 130 8, 424 9, 796 9, 125 8,949 | 10,404 10, 895 
International Cooperation Administra- 
tion financed exports.......-.........-.. 7,607 | 4,733 2, 224 2, 047 1, 705 1, 259 1, 000 
Percent International Cooperation Ad- 
ministration to total...................- 58 56 23 22 19 12 9 
Tanker vessel service: 
titans Sets coseraeneeche gin ieein 2,961 | 2,358} 4,333 | 2,679) 2,425 | 2,146 3, 450 
International Cooperation Administra- 
SN ncn carcensaneditenasnnhe 1, 638 516 264 497 242 Bh lencnnese 
Percent International Cooperation Ad- 
ministration to total................... 55 22 6 19 10 2 0 


Source: Census FT 985. April 1949—June 1952 Special Census Report to International Cooperation 
Administration. International Cooperation Administration paid shipment tonnage figures. 


TasLe 23.—Mutual Defense Assistance Program—Ocean shipments by type of 
vessel and range 


{In thousands of measurement tons] 

















Type of vessel 
Total United States flag 
Range ocean commercial U. 8. Gov- 
shipments Foreign ernment 
fl operated 
Tonnage | Percent of 
total 
(1) (2) (3) (4) (5) (6) 
JUNE 30, 1956 
NT cristina Gnas 12, 121 8, 247 68 2, 684 1, 188 
Scandinavian range......................-. 739 360 49 268 110 
United Kingdom-Ireland range............ 287 | 150 52 96 39 
Bayonne-Hamburg range............-..--.. 3, 110 2, 000 64 939 170 
Mediterranean area__....................-. 4, 014 2, 756 69 866 391 
Wl PR coss ot cacacendonmeeebosssee 3, 575 2, 674 75 451 449 
IR nhiln cedinapanddemnd 294 215 73 54 25 
SouthJAmerican area..............-..-..-- 98 88 90 7 1 
JUNE 30, 1955 

ci bhiecicdtdcddccictbbasciunt 10, 650 7,171 67 2, 524 954 
Scandinavian range..................-....- 719 347 48 261 110 
United Kingdom-Ireland range............ 269 138 51 95 34 
Bayonne-Hamburg range...............-.. 2, 951 1, 887 64 910 153 
ID Gi iancccndceasccessneseds 3, 508 2, 369 68 784 354 
Nn iintndatibonabnagbesebnket 2, 927 2, 193 75 434 299 
I SE ictcndnadidiooncianieosih 185 156 84 an 
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Taste 23.—Mutual Defense Assistance Program—Ocean shipments by type of 
vessel and range—Continued 


{In thousands of measurement tons] 





Type of vessel 













Total United States flag 
Range ocean commercial . 8. 
shipments Foreign ernment 
operated 
Tonnage | Percent of 
total 
(1) (2) (3) (4) (5) (6) 
JUNE 30, 1954 
SE ilinsnstandonceneikabsaupachnsduns 8, 965 | 6, 040 67 2,173 751 
Scandinavian range......................-- 683 326 48 246 110 
United Kingdom-lIreland range............ 252 123 49 OF 34 
842 89 
701 326 
258 190 
22 
6 

















We dntatigubtetamimnapessdenaceagns 3, 205 2, 282 71 628 293 
Scandinavian range. ...................... 277 106 38 106 mt 
United Kingdom-Ireland range............ 64 18 29 17 23 
Bayonne-Hamburg range..........-......- 1, 265 912 72 323 29 
ECE GOODS. ncicaccscccsebdumaess 1, 060 831 78 104 1%4 
OE BI cri ddtdinecesécenppeuhitee 518 397 77 73 47 
UD CE OI ccentsswnntcennceccéstess 18 16 86 TF Besceaibecnisiiniitats 

JUNE 30, 1951 

I cinceanaticllas elite tei omcttbies aac | 1, 290 1,029 80 206 54 
Scandinavian range..................-...-- 90 68 76 17 4 
United Kingdom-Ireland range...........-. 7 q ot S Vdinestcndiane 
Bayonne-Hamburg range.................. 570 444 78 108 17 
Ne RE 396 358 90 26 12 
Fe cncttkinc uh cndiiimabinacipadis 210 142 67 47 20 
FOE SEF EO osc cddccetiandesceuvecdé 13 ll 84 W Caccadulchote 
CO Saint snndaiticdeasbbneunciendded Eh didbaaen 0 OL sieenaeiion 

' | 
JUNE 30, 1950 

Rt sdk si iplesdn nd eucddibasia 139 | 98 | 71 31 8 
EI CUE 5 cn dicenicqachipstonse 5 3 i Ee: 2 
United Kingdom-Ireland range............ 1 1 BENT tihoddtindnanubibecccdacnen 
Bayonne-Hamburg range................-- 48 22 46 23 3 
Mediterranean area........................ 84 72 85 8 - 
FOS Ge Ti iiicdcnknedtndecedainceqeeqcussiggesemtstniae eens 100 | 
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APPENDIX II 


(This outline was prepared by the staff of the special committee to 
serve as a guide for the National Planning Association in preparation 
of its report to cover subjects of interest to the committee.) 


Tue Foreign Arp PrRoGRAMS AND THE UNITED States Economy 


This project will point out the impact of foreign aid programs on 
the United States economy. It will consider favorable as well as un- 
favorable effects. It will estimate the repercussions that are likely 
to be felt in various segments of the American economy in the event 
the aid programs are drastically curtailed or eliminated on the one 
hand or substantially increased on the other. The study is designed 
to assist the committee in determining what legislative action, if any, may 
be desirable in the interest of reducing such harmful effects, and increasiny 
such beneficial effects on the domestic economy as may be derived from 
foreign aid programs. 

I. What do foreign aid programs cost the United States? 

A brief survey of the monetary cost of the foreign aid programs to 
the United States Government since the end of World War II and at 
the present time. The section should deal with cost in the following 
terms: 


A. Percentage of national budget devoted to assistance. 
B. Percentage of national income devoted to assistance. 
C. Per capita cost to the taxpayers. 

D. Other indicators. 


Il. What effect have the aid programs on American industry? 
An analysis of the effect of the aid programs (all types) which would 
throw light on the following matters: 


A. Aid as a factor in total United States industrial production, 
indicating quantitatively the types of American industries pro- 
ducing any substantial amount of materials for the various aid 
programs, and where such industries are located. 

B. The significance of production for aid programs as a part 
of total production of such industries which produce a substantial 
amount for the aid programs, 

C. An estimate of the byproduct effect of production for aid 
programs on other industries not directly engaged in such 
production. 

D. Other indicators of adverse and beneficial effects of pro- 
duction for the aid programs on American industry. 


Ill. What effect have the aid programs on United States foreign 
commerce? 

An analysis of the effect of the aid programs which would throw 
light on the following matters: 


A. The part of total exports represented by shipments made 
under the aid programs. 

B. The effect of the aid programs on United States shipping, 

C. An estimate of the effect of the aid programs on imports 
into the United States (quantity, price, etc.). 

D. Other indicators of adverse and beneficial effects of the aid 
programs on American foreign commerce. 
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IV. What effect have the aid programs on United States agriculture? 

A separate project will examine in detail the various problems re- 
lated to American agricultural surpluses and the relation of Public 
Law 480 to the total foreign aid program. This project will consider 
briefly the effects of foreign aid programs upon agriculture (indicating 
levels of surplus agricultural products at different periods since 1946) 
with particular reference to answering the question, “Have foreign 
assistance programs as such harmed or benefited American agriculture?” 


V. What effect have aid programs had on United States labor? 
An examination of the relationship of assistance programs to 
American labor in terms of: 


A. Levels of employment and unemployment. 

B. Salary and wage levels. 

C. Shortages of technical (or other) personnel as direct or 
indirect result of production for assistance programs. 


[Nore.—A separate project will consider in detail the availability 
of different categories of personnel for any possible expansion of 
technical assistance programs.] 


VI. What effect have aid programs had on the American consumer? 
An examination of the effects of assistance programs as felt by the 
American consumer, including: 
A. Prices (supply-demand impacts). 
B. As related to per capita consumption or standards of living. 
C. Other adverse or beneficial effects on domestic consumption. 


VII. What effect have aid programs had on supply of natural resources 
available to the United States? 
An examination of: 


A. The effect upon natural resources available within the 
United States, particularly those in short supply. 

B. The direct and indirect effects resulting from the aid pro- 
grams in increasing or decreasing world supplies of raw materials, 
especially of strategic materials. 

VIII. On balance, what effect will a substantial reduction or increase 
in assistance have upon the United States economy? 

An estimate of the impact of a reduced or an expanded magnitude 
of foreign assistance with consideration both to beneficial and harmful 
effects. 

A. Fiscal effect. In terms of national and per capita income; 
percentage of national budget; relation to price structure and 
inflation; effect upon the individual taxpayer; other. 


B. Effect upon industrial production. 

C. Effect upon United States commerce. 

D. Effect upon agriculture. 

EK. Effect upon the consumer. 

F. Effect upon natural resources including strategic materials. 

G. Effect upon labor (with particular reference to the effects 
of an expanded technical assistance program upon labor.) 

IX. In the event of a continuance of the aid program at the same level 
as at present, a reduction in the amount expended, or a substantial in- 
crease, what measures may be desirable to decrease the adverse effects and 
increase the beneficial effects of foreign aid to the American economy? 


O 





